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OPERATING UNDER NEW LAWS PERTAINING 
TO MINERAL DEVELOPMENT ON INDIAN LANDS
B. REID HALTOM
Nordhaus, Haltomr Taylor & Taradash 
Albuquerque, New Mexico
PUBLIC LANDS MINERAL LEASING - 
ISSUES AND DIRECTIONS
A short course sponsored by the 
Natural Resources Law Center 
University of Colorado School of Law 
June 10-11, 1985
Procedures for Joint Ventures under the Indian Mineral Development Act.
A. THE ACT. Indian Mineral Development Act of 1982, (25 U.S.C. §§ 
2102-2108), 96 Stat. 1938, P.L. 97-382; Popular name: Melcher Bill (see 
Attachment 1)
1. History and Purpose.
The Solicitor of the Department of the Interior determined that 
the Secretary could not waive advertising and competitive bidding 
requirements of the 1938 Leasing Act, except if all bids were 
rejected after advertising. The Act was adopted to permit tribes 
to negotiate joint venture and other types of development 
contracts. The Act pertains to oil, gas, uranium, coal, geothermal 
or other energy or non-energy mineral resources.
2. Provisions of the Act.
a. The Act authorizes tribes, subject to the approval of the 
Secretary and subject to limitation in tribal constitutions 
and charters, to enter into negotiated joint ventures, 
operating, production sharing, service, managerial, lease or 
other agreements, for the exploration for the extraction, 
processing and other development of oil, gas and other 
minerals.
b. An individual Indian can include his restricted interest 
(allotment or trust patent) in a tribal minerals agreement, 
subject to concurrence of the parties and a finding by the 
Secretary that such participation is in the best interest of 
the Indian.
c. The Act requires the Secretary to make a determination 
that the agreement is in the best interest of the tribe (or 
individual Indians participating), considering:
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1 . Potential economic return  to the tribe.
2. Potential environmental, social and cultural effects on 
the tribe.
3. Provision for resolving disputes.
d. The Secretary was required to review existing non-lease 
agreem ents and approve or disapprove them. This has been 
accomplished.
B. REGULATIONS. The Secretary was mandated by the Act to publish 
regulations within 180 days. Final regulations were not published as of 
April 30, 1985. The operating regulations of BLM and some reporting 
regulations of MMS have been published to implement FOGRMA. (see 
Part II. B.) On July 12, 1983, proposed regulations were published as 
25 C.F.R., Part 225 for oil and gas mineral contracts, removing 25
C.F.R., Part 212, and as revisions to 25 C.F.R., Part 211 for contracts 
for prospecting and mining on Indian lands (except oil and gas) (see 
A ttachm ent 2).
C. SPECIAL PROCEDURES.
1. Billings Area Office, (see A ttachm ent 3)
D. APPROVAL PROCESS (see A ttachm ent 4). Frankly, no one is certain  
of the approval process, and it may differ from one BIA area office to 
another.
E. SUGGESTED PROCEDURE.
1. Proposal Stage. /
a. An oil and gas development company should submit a 
w ritten proposal to the chairman, president or governor of 
the tribe. A tribe should insist on a w ritten proposal 
specifying the major points and identifying the proposed 
acreage.
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b. The tribe and company should insure that the acreage is not 
currently under lease. Obtain a title status report from 
BIA.
c. The proposal should be screened for compliance with any 
tribal procedures and legal requirements. This is best done 
by a special tribal minerals committee, the oil and gas 
administration or a minerals consultant with the advice of 
legal counsel. In fact, most tribes rely most heavily on their 
legal counsel.
2. Negotiation Stage.
a. Private discussion between the developer and a negotiating 
team appointed by the tribal council (the BIA should be 
included) should produce a tentative set of terms and 
conditions that can be set forth in a le tte r of intent or 
agreement of principles to be approved by the tribal council 
subject to BIA approval and preparation of a satisfactory 
formal agreement.
b. The parties are cautioned to ascertain any position on or 
requirements of the BIA such as, Environmental Compliance 
(EA or EIS), economic analysis (at least as good as a lease), 
title  opinion; and those of the MMS and BLM.
c. The tribe should check out the company, its finances and 
reputation before approving the le tte r of intent by council 
resolution.
3. Approval Stage.
a. The final agreement should be approved in accordance with 
tribal law (ordinance, constitution or traditional procedure).
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b. Hie agreem ent will be subm itted to the BIA for approval.
c. The parties must closely monitor progress of the agreem ent 
through the BIA a t each stage and encourage BIA action.
4. Typical Provisions. The Act requires a procedure for resolution of 
Disputes. We recommend considering the items listed in 
A ttachm ent 5.
Current Issues Involving Indian Mineral Development.
A. ACQUISITION.
1. Competitive Bid Leases. Oil and gas leases can still be acquired 
from tribes (25 C.F.R., Part 211) and individual a llo ttees (25 
C.F.R, Part 212) through the Indian Mineral Leasing Act, (25 
U.S.C. 396), com petitive bid procedure.
2. Negotiated Leases. Once all bids have been rejected, the tribe or 
BIA, on behalf of individuals, can negotiate any oil and gas lease. 
Leases can also be negotiated with tribes under the IMDA and 
allo ttees may be included if a tribe is involved. Leases for other 
minerals have always been available by private negotiations.
3. Joint Ventures. Joint Ventures follow the procedure outlined in 
Part L
B. ACCOUNTING.
1. FOGRMA. The Federal Oil and Gas Royalty Management Act was 
passed in 1982; P.L. 97-451, (see A ttachm ent 6). This Act created  
the MMS to which the USGS functions were assigned. Final rules 
implementing the MMS portion of the Act were published 
September 21, 1984, as changes to 30 C.F.R., Parts 210, 212, 217, 
218, 219, 228, 229, 241 and 243. (A ttachm ent 7)
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a. AFS. The Auditing and Financial System is the first phase 
which has been implemented but is not fully operational. El 
Paso Natural Gas Company is not converted.
b. PA AS. The Production Accounting and Auditing System is 
to be the second phase which will use reported production 
information to assure the validity of AFS processed royalty 
payments.
c. BRASS. TTie Bonus and Rental Accounting Support System 
is a third phase system to process and distribute bonus and 
ren tal collections. Nonetheless, MMS has directed that 
rental payments for in-kind leases and non-producing leases 
be sent directly to the tribes.
d. RCD. Although there are other divisions at MMS, the
Royalty Compliance Division is responsible for audits of 
federal and Indian lease accounts and coordination of joint 
audit agreements. Only the Navajo Tribe and the Jicarilla 
Apache Tribe have joint audit agreements.
2. Problems.
a. Late royalty payments, especially to allottees, failure to 
coordinate system with BIA distribution system.
b. Poorly designed system, incorrect payments, lack of 
accountability.
c. Refusal to account for joint ventures, in-kind arrangments 
on tribal production.
d. No exception processing.
e. Inadequate reports to State and Indian tribes.
f. Allowance of adjustments without supporting data.
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3. Litigation and Investigation.
a. Shii Shi Keyah Association v. Hodel, No. CIV-84-1622 M, 
USDC (D. NM)
b. Kauley v. United States, No. CIV-84-3306 T, USDC 
(WD Okla.)
e. Royalty Accounting Cases.
JAT v. Supron, et al., 728 F.2d 1555 (10th Circuit 1984); En 
Banc Reargument concluded; also Jicarilla Apache 
Tribe v. Conoco, No. CV-76-430 C, USDC (D. NM) 
Blackfeet v. Montana Power Co., CIV-83-219 GF, USDC 
(D. NM)
O’Neal, Association of Wind River Allotees, e t a l v. Amoco 
C-83-0432, USDC (D. Wyo.)
Shoshone and Arapahoe v. Conoco
d. Staff Report of the Com mittee on Interior and Insular 
Affairs, December, 1984, 98th Cong., 2d Sess.
e. House Commerce Com mittee Hearings held April 8, 1984, in 
Oklahoma.
C. COMPLIANCE.
1. FOGRMA. Transferred functions from USGS to BLM. Final rules 
implementing the BLM portion of the Act were published 
September 21, 1984 as 43 C.F.R., Part 3160. (A ttachm ent 8)
2. Problems: f
a. Lack of personnel.
b. Failure to  implement PAAS.
c. No on-site production verification.
d. The BLM Penalty Regulations have been suspended.
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e. Others: (see House Report)
3. Tribal efforts.
a. Tribes are beginning to work with BLM and BIA to allow for 
enforcement officers, trained and certified by the BLM.
b. Operator's Permit Ordinance - Jicarilla Apache Tribe.
c. Environmental Protection Ordinance - Jicarilla Apache 
Tribe.
d. Automated Tribal Royalty Accounting Systems. Navajo 
Tribe, Blackfeet Tribe, Jicarilla Apache Tribe, Ute 
Mountain Ute Tribe, Fort Peck Reservation and probably 
others.
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Public Law 97-382 
97th Congress
An Act
To permit Indian tribes to enter into certain agreements for the disposition of 
tribal mineral resources, and for other purposes.
#
Be it enacted by the Senate and House o f Representatives o f the 
United States o f America in Congress assembled, That th is Act may 
be cited as the “Indian Mineral Development Act of 1982“.
Sec. 2. For the purposes of this Act, the term —
(1) “Indian" means any individual Indian or Alaska Native 
who owns land or interests in land the title to which is held in 
trust by the United States or is subject to a restriction against 
alienation imposed bv the United States;
(2) “Indian tribe'f means any Indian tribe, band, nation, 
pueblo, community, rancheria, colony, or other group which 
owns land or interests in land title to which is held in tru st by 
the United States or is subject to a restriction against alienation 
imposed by the United States; and
(3) “Secretary” means the Secretary of the Interior.
Sec. 3. (d) Any Indian tribe, subject to the approval of the Secre­
tary  and any limitation or provision contained in its constitution or 
charter, may enter into any joint venture, operating, production 
sharing, service, managerial, lease or other agreement, or any 
amendment, supplement or other modification of 6uch agreement 
(hereinafter referred to as a “Minerals Agreement”) providing for 
the exploration for, or extraction, processing, or other development 
of, oil, gas, uranium, coal, geothermal, or other energy or nonenergy 
mineral resources (hereinafter referred to as “mineral resources'; 
in which such Indian tribe owns a beneficial or restricted interest, 
or providing for the sale or other disposition of the production or 
products of such mineral resources.
(b) Any Indian owning a beneficial or restricted interest in min- 
eral resources may include such resources in a tribal Minerals 
Agreement subject to the concurrence of the parties and a  finding by 
the Secretary tha t such participation is in the best interest of the 
Indian.
Sec. 4. (a) The Secretary shall approve or disapprove any Minerals 
Agreement submitted to him for approval within (1) 6ne hundred 
and eighty days after submission or (2) sixty days after compliance, 
if required, with section 102(2X0 of the National Environmental 
Policy Act of 1969 (42 U.S.C. 4332(2X0) or any other requirem ent of 
Federal law, whichever is later. A ny  party to such an agreement 
may enforce the provisions of this subsection pursuant to section 
1361 of title 28, United States Code.
(b) In approving or disapproving a Minerals Agreement, the Secre­
tary  shall determine if it is in the best interest of the Indian tribe or 
of any individual Indian who may be party to such agreement and 
shall consider, among other things, the potential economic return  to 
the tribe; the potential environmental, social, and cultural effects on/ 
the tribe; and provisions for resolving disputes th a t may arise
PUBLIC LAW 97-382—DEC. 22, 1982
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between the parties to the agreement: Provided, That the Secretary 
shall not be required to prepare any study regarding environmental, 
socioeconomic, or cultural effects of the implementation of a Miner­
als Agreement apart from that which may be required under section 
102(2X0 of the National Environmental Policy Act of 1969 (42 
U.S.C. 4332(2X0).
(c) Not later than thirty days prior to formal approval or disap­
proval of any Minerals Agreement, the Secretary shall provide 
written findings forming the basis of his intent to approve or 
disapprove such agreement to the affected Indian tribe. Notwith­
standing any other law, such findings and all projections, studies, 
data or other information possessed by the Department of the 
Interior regarding the terms and conditions of the Minerals Agree­
ment, the financial return to the Indian parties thereto, or the 
extent, nature, value or disposition of the Indian mineral resources, 
or the production, products or proceeds thereof, shall be held by the 
Department of the Interior as privileged proprietary information of 
the affected Indian or Indian tribe.
(d) The authority to disapprove agreements under this section 
may only be delegated to the Assistant Secretary of the Interior for 
Indian Affairs. The decision of the Secretary or, where authority is 
delegated, of the Assistant Secretary of the Interior for Indian 
Affairs, to disapprove a Minerals Agreement shall be deemed a final 
agency action. The district courts of the United States shall have 
jurisdiction to review the Secretary's disapproval action and shall 
determine the m atter de novo. The burden is on the Secretary to 
sustain his action.
(e) Where the Secretary has approved a Minerals Agreement in 
compliance with the provisions of this Act and any other applicable 
provision of law, the United States shall not be liable for losses 
sustained by a tribe or individual Indian under such agreement: 
Provided, That the Secretary shall continue to have a trust obliga­
tion to ensure that the rights of a tribe or individual Indian are 
protected in the event of a violation of the terms of any Minerals 
Agreement by any other party to such agreement: Provided further, 
That nothing in this Act shall absolve the United States from any 
responsibility to Indians, including those which derive from the 
trust relationship and from any treaties, Executive orders, or agree­
ment between the United States and any Indian tribe.
S ec . 5. (a) the Secretary shall review, within ninety days of 
enactment of this Act, any existing Minerals Agreement, which does 
not purport to be a lease, entered into by any Indian tribe and 
approved by the Secretary after January 1, 1975, but prior to 
enactment of this Act, to determine if such agreement complies with 
the purposes of this Act. Such review shall be limited to the terms of 
the agreement and shall not address questions of the parties’ compli­
ance therewith. The Secretary shall notify the affected tribe and 
other parties to the agreement of any modifications necessary to 
bring an agreement into compliance with the purposes of this Act 
The tribe and other parties to such agreement shall within ninety 
days after notice make such modifications. If such modifications are 
not made within ninety days, the provisions of this Act may not be 
used as a defense in any proceeding challenging the validity of the 
agreement
(b) The review reauired by subsection (a) of this section may be 
performed prior to tne promulgation of regulations required under 














25 USC 476, 477.
within the meaning of that term in section 102(2X0 of the National 
Environmental Protection Act of 1969 (42 U.S.C. 4332(2X0).
Sec 6. Nothing in this Act shall affect, nor shall any Minerals 
Agreement approved pursuant to this Act be subject to or limited 
by, the Act of May 11, 1938 (52 Stat. 347; 25 U.S.C. 396a et seq.), as 
amended, or any other law authorizing the development or disposi­
tion of the mineral resources of an Indian or Indian tribe.
Sec. 7. In carrying out the obligations of the United States, the 
Secretary 6hall ensure that upon the request of an Indian tribe or 
individual Indian and to the extent of his available resources, such 
tribe or individual Indian shall have available advice, assistance, 
and information during the negotiation of a Minerals Agreement. 
The Secretary may fulfill this responsibility either directly through 
the use of Federal officials and resources or indirectly by providing 
financial assistance to the Indian tribe or individual Indian to 
secure independent assistance.
Sec. 8. Within one hundred and eighty days of the date of enact­
ment of this Act, the Secretary of the Interior shall promulgate 
rules and regulations to facilitate implementation of this Act. The 
Secretary shall, to the extent practicable, consult with national and 
regional Indian organizations and tribes with expertise in mineral 
development both in the initial formulation of rules and regulations 
and any future revision or amendment of such rules and regula­
tions. Where there is pending before the Secretary for his approval a 
Minerals Agreement of the type authorized by section 3 of this Act 
which was submitted prior to the enactment of this Act, the Secre­
tary shall evaluate and approve or disapprove such agreement based 
upon section 4 of this Act, but shall not withhold or delay such 
approval or disapproval on the grounds that the rules and regula­
tions implementing this Act have not been promulgated.
Sec. 9. Nothing in this Act shall impair any right of an Indian 
tribe organized under section 16 or 17 of the Act of June 18,1934 (48 
Stat. 987), as amended, to develop their mineral resources as may be 
provided in any constitution or charter adopted by such tribe pursu­
ant to that Act
Approved December 22,1982.
LEGISLATIVE HISTORY-S .  1894:
HOUSE REPORT: No. 97-746 (Comm, on Interior and Insular Affairs). 
SENATE REPORT: No. 97-472 (Comm, on Indian Affairs). 
CONGRESSIONAL RECORD, Vol. 128 (1982):
June 30, considered and passed Senate.
Aug. 17, cor\$idered and passed House, amended.
Dec 8, Senate concurred in House amendment with an amendment. 
Dec 10, House concurred in Senate amendments.
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ATTACHMENT 2
T u esd ay
July  12, 1983 ' L ,
♦ . \  •
Part III
Department of the 
Interior 7
Bureau of Indian Affairs
Mining Regulations; Proposed Rule
11978
c > ( .
Federal Register / Vol. 48, No. 134 /  Tuesday. July 12. 1983 Proposed Rules
DEPARTMENT OF THE INTERIOR
Bureau of Indian Affairs "
25 CFR Parts 211, 212, and 225 *
J/inlng Regulations .
Jiir.fc 15, 1983. * _ - . ~ . - " V
a g e n c y : Bureau of Indian Affairs.
Interior. . -
a c t io n : Proposed rule. •
s u m ARY: This document proposes new 
rules and regulations intended to _ 
implement the Indian Mineral 
De\ elopment Act of 1982. In addition, 
the document proposes to revise existing 
rules and regulations in 25 CFR Part 211 
governing the leasing of tribal lands and 
25 CFR Part 212 governing the leasing of 
allotted Indian lands. The intended 
effect is to ensure that Indian mineral 
owners receive at least fair market 
value for the disposition of their mineral 
resources, ensure that any adverse  ̂
environmental and cultural impacts 
resulting from such development is 
minimized, and to permit Indian mineral 
owners to enter into contracts which 
allow for more responsibility in * 
overseeing and greater flexibility in 
disposing of their mineral reasources. 
d a t e : Comments or. this proposed 
ruhrni.king must be received by 
September 12.1983. 
a d d r e s s : Comments should be 
submitted to Program Officer. Division 
of Energy and Mineral Resources.
Bureau of Indian Affairs. 730 Simms 
Street. Room 239. Golden. Colorado 
£>3401. Comenls pertaining to the rule's 
information collections should be ' 
addressed to: Office of Information and /  
Regulatory Affairs Office of ~ *
Management and Budget, Attention:.";: i 
Desk Officer for Interior, Washington,
D.C. 20503. .
FOR FURTHER INFORMATION C O N T A C T : 
David Baldwin. (303) 234-6961, or 
Tommy Riggs. (202) 343-3722. J  * 
SUPPLEM ENTARY INFORM ATION: This 
proposed rule is published in exercise of 
authority delegated by the Secretary' of 
the Interior to the Assistant Secretary— 
Indian Affairs by 209 DM8. The - 
principal authors of this proposed 
rulemaking are David Baldwin,Tommy 
Riggs, Don Jones. Richard Borneman of 
the Division of Energy and Mineral 
Resources, Bureau of Indian Affairs, and , 
Edward Edwards. Assistant Area 
Director, Sacramento Area Office,
Bureau of Indian Affairs, with the 
assistance of Chedville Martin. Office of 
the Solicitor. Division of Indian Affairs.
Section 3 of the Indian Mineral 
Development Act of 1982 (25 U.S.C. 2102
hereinafter “the Act") authorizes any*_ 
Indian tribe to enter into joint ventures, 
leases aiTd other types of negotiated 
agreements [referred to as “minerals 
agreement'’), subject to the approval of 
the Secretary of the Interior and any 
limitation or provision contained in the 
tribe's constitution or charter. The Act 
also permits individual Indians owning 
beneficial or restricted interests in 
mineral resources to include their r 
resources in an agreement with an -V. 
Indian tribe, subject to the concurrence 
of the parties and a finding by the * ' 
Secretary that such participation is in 
the best interest of the Indian owner.
The 1982 Act does not supersede the Acl 
of May 11,193C (52 Stat. 347, 25 U.S.C. * ‘ 
396a). which governs the leasing of * - * : 
tribal lands, or the Act of March 3,1909, 
as emended (35 Stat. 783; 25 U.S.C. 396) 
which governs the leasing of allotted 
lands. Instead it supplements those acts 
by permitting Indian mineral owners to 
elect whether they wish to offer their ' 
mineral resources for lease by 
competitive bidding, or enter Into direct * 
negotiations for a minerals agreement,
/ or by a combination of competitive * 
bidding and negotiations. ’ ' -
It is proposed that the regulations be 
organized into two parts—Part 211 
which governs the disposition of 
minerals oilier than oil and gas, and Part 
225 which governs contracts for oil and 
gas. In turn, each part is subdivided into 
Subparts A. B and C. Subpart A would - 
contain those rules and regulations 
specifically intended to implement the 
1982 AcL Subpart B would set forth rules 
and regulations governing mining and oil 
and gas leases entered into pursuant to 
the 1938 and 1909 Acts. This subpart is. 
basically a revision and reorganization 
of mineral leasing regulations which - 
.have been in effect since 1§38. Subpart 
• C of the two parts w ould contain general 
rales which cover such subjects as _ .. . 
environmental assessments, [ 
assignments, bonding, inspections,- . 
penalties and appeals. and which apply 
regardless of the type of contract- 
involved. This revision will consolidate . 
the existing regulations and eliminate 
unnecessary' and confusing rules.
The proposed rules would replace all 
existing rules governing the desposition 
of minerals and oil and gas currently 
found in 25 CFR Parts 211—Leasing of 
tribal lands for mining [formerly Part 
171, redesignated March 30.1982) and 
Part 212—Leasing of allotted lands for 
mining (formerly Part 172). The proposed 
rules would not affect leasing and 
mining and oil and gas development 
governed by Parts 213. 214. 215 and 216 
(formerly Parts 174. 175.176, and 177, 
respectively). Interested parties should 
' be aware that any agreements involving
surface mining operations must require* 
that the operator meet the requirements 
of Subpart A of Part 216. Surface 
Exploration, Mining and Reclamation of • 
this title. . * "•
Readers will note that the proposed 
regulations refer to the “Secretary" as - - 
the principa^actor in every instance, 
e.g.. “Indian mineral owners may -• r 
request the Secretary’ to prepare^ 
advertised negotiate, and/or award 
prospecting and mining leases * * It \  
should be understood that the term * 
“Secretary" means the Secretary of the * 
Interior “or his authorized 
representative," and that the duties and 
responsibilities to perform the various 
actions and to render required decisions 
will be delegated to the proper- * :• *;
Department officials in the Bureau of- - 
Indian Affairs, Ihe.Bureau of Land”: ' 
Management of the Minerals -  ̂
Management Service when the 
regulations become effective. However. _ 
Section 4(d) of the Act [25 U.S.C. 2103) 
prohibits the authority to disapprove a* 
proposed minerals agreement from* 
being delegated to any official of the 
Department other than the Assistant 4 
Secretary of the Interior Tor Indian 
Affairs. • ~ . \  , ~
Interested parties are invited to 
comment on any and all aspects of the 
proposed regulations. However, the 
Department particularly invites readers 
to state their views on certain new 
sections, such as the provisions relating 
to geological and geophysical permits 
(§ 225.47); provisions for unitization :
(§ 225.55) and termination and 
cancellation (§ 225.57). Comments may 
also be directed to the feasibility of 
^combining these tw»o regulations into 
one general regulation with specific 
subsections pertaining to mineral or oil . 
and gas activity “when necessary. . - 
The comment period for this proposal 
is 60 days. However, a draft set of 
regulations was circulated to Indian * 
tribes, national organizations, and tribal 
attorneys with a request for comments. 
Twenty-four responses were received 
and many of the suggestions received 
have been incorporated in this proposal.
Information Collection Requirements % _.
- \
The information collection - : . 
requirements contained in.§§ 211.5(d). 
211.21(c)(3) and (c)(5). 211.22(e).- '
211.36(a), 211.39 (b) and (c). 211.42, - 
211.43. 211.44(a) and 211.45(b) in Part 211 
and similar information requirements in 
55 225.23(d). 225.31(c)(3) and (c)(5). 
225.32(d), 225.34. 225.45(a)(1) and (a)(4), 
225.46‘(c) and (d). 225.47 (b) and (c). 
225.49(b). 225.52. 225.54(b) and 225.55(a) 
of Part 225 will be submitted toihe - - 
Office of Management and Budget as
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required by 44 U.S.C. 3501 et seq. The 
collection of this information will not be 
required until it has been approved by 
the Office of Management and Budget. 
Comments on this rule’s information 
collection should be submitted to the 
Office of Management and Budget’s 
Interior Desk Officer. (See address ; 
section). i V'. - i  V‘\  _
E .0 .12291, Federal Regulation
The Bureau of Indian Affairs has 
determined that this is not a major rule 
for the purposes of E .0 .12291 Federal . * 
Regulation, because it will not result in:
(1) An annual effect on the economy 
of $100 million or more;*
* (2) a major increase in costs or prices 
for consumers, individual industries, - 
Federal, State, or local government ^  
agencies, or geographic regions: or '
(3) Significant adverse effects on 
competitive, employment, investment, 
productivity, innovation, or on the 
ability of the United States based 
enterprises to compete with foreign- 
based enterprises in domestic or export 
markets.
Regulatory Flexibility A ct.
The Deputy Assistant Secretary— 
Indian Affairs (Operations) has certified 
that these regulations will not have a 
significant economic impact on a 
substantial number of small entities, 
including small businesses, small 
organization units and small 
gov ernmental jurisdictions.
It has been determined that the 
proposed rules do not constitute a major 
Federal action significantly affecting the 
quality of the human environment 
within the meaning of the National 
Environmental Policy Act of 1969 (42 N 
U.S.C. 4332 (2)(C)). • :
List of Subjects '
25 CFR Port 211 .
Indians—lands. Mineral resources. 
Mines, Exploration. , " . • ~
25 CFR Part 212
Indians—lands. Mineral resources, 
Mines, Oil and gas exploration.
25 CFR Part 225 ‘ . * .. ■
Indians—lands. Oil and gas 
exploration. -*
For the reasons set out in the 
preamble, it is proposed that 25 CFR 
Part 21T be revised, 25 CFR Part 212 be 
removed and 25 CFR Part 225 be added 
to Chapter I of Title 25 of the Code of 
Federal Regulations to read as follows:
PART 211—CONTRACTS FOR 
PROSPECTING AND MINING ON 
INDIAN LANDS (EXCEPT OIL AND 
GAS)
Sec. .
211.1 Purpose and scope.
211.2 Information collection.
Subpart A“ Minera!s Agreements
211.3 Definitions. * . ! - *
211.4 Authority to contract. ^ .
_ 211.5 Negotiation procedures. . X  
211.6 Approval of agreements. \  .. . . .
Subpart B—Mining Leases • 7 * •'
211.20 Scope.* ” \  '
211.21 Procedures for awarding leases.
- 211.22 Duration of leases.
Subpart C—General
211.30 Scope'. . r - . *
211.31 Authority and responsibility of 
Authorized Officer.
211.32 Authority and responsibility of the 
Minerals Management Service (MMS).
211.33 Definitions.
211.34 Approval of amendments to 
contracts.
211.35 Removal of restrictions.
211.36 Geological and geophysical permits.
211.37 Economic assessments.
211.36 Emircnmental assessments.
211.39 Persons signing in a representative 
' capacity.
211.40 Bonds.
211.41 Manner of payments.
211.-12 Recordkeeping.
211.43 Mining contracts inherited lands.
211.44 Assortments: overriding royalties.





Authority: Sec. 4. Act of May 11, 1938 (52
Stat. 848, 25 U.S.C. 396d), Act of March 3,
1909, as amended (35 Stat. 783. 25 U.S.C. 396); 
Sec. 1. Act of August 9,1955. as amended (69 
Stat. 539, 25 U.S.C. 415). Act of July 8,1940 (54 
Stat. 745, 25 U.S.C. 880); Secs. 16 and 17, Act 
of June 18, 1934 (48 Stat. 987, 25 U.S.C. 476 
and 477); Act of August 11, 1978 (92 Stat. 469, 
42 U.S.C. 1996); Act of December 22. 1982 (92 
Stat. 1938: 25 U.S.C. 2101).
§211.1 Purpose and scope.
(a) The regulations in this part govern 
contracts for prospecting and mining of 
Indian-owned minerals, other than oil 
and gas and geothermal. Subparl A— -
Minerals Agreements establishes the 
procedures for the approval of minerals- 
agreements entered into pursuant to the 
Indian Mineral Development Act of 1982 
(96 Stat. 1938; 25 U.S.C. 2102). Subpart 
B—Mining Leases contains regulations 
governing procedures for the issuance of 
mining leases on tribal and allotted 
lands pursuant to the Act of May 11,
• 1938 (52 Stat. 347; 30 U.S.C. 395 a) and 
the Act of March 3. 1909. as amended 
(35 Stat. 783, 25 U.S.C. 396. Subpart C— 
General contains miscellaneous
provisions which apply to the issuance 
of contracts for prospecting and mining 
under both Subparts A and B. These 
regulations are intended to ensure that 
Indian owners desiring to have their 
minerals (except oil and gas) developed 
receive, at least, fair market value for 
the disposition of their mineral 
resources; to ensure that any adverse 
environmental and cultural impact 
resulting from such development is 
minimized, and to permit Indian mineral 
owners to enter into contracts which 
allow them more responsibility in 
. overseeing and greater flexibility in 
disposing of their mineral resources.
(b) The regulations in this part do not 
effect leasing and mining governed by 
the regulations in 25 CFR Parts 213, 214, 
215, and 226.
(c) No regulations which become, 
effective after the approval of any 
contract shall operate to affect the term 
of the contract, the rate of royalty, ~ 
rental, or acreage unless agreed to by all 
parties to the contract.
(d) Whenever the masculine gender is 
used in these regulations, the text is to 
be construed to include the feminine 
gender where appropriate.
•§ 211.2 Information collection. [Reserved]
Subpart A—Minerals A greem ents
§ 211.3 Definitions.
As used in the regulations in this 
subpart, the following terms have the 
specified meaning except where 
otherwise indicated—
(a) “Act” means the Indian Mineral 
Development Act of 1982 (Pub. L. 97- 
382).
(b) “Minerals agreement” means any 
joint venture, operating, production 
sharing, service, managerial, lease 
(other than a lease entered into pursuant 
to the Act May 11,1938 and the Act of 
March 3, 1909), or other agreement, or 
amendment, supplement, or other 
modification of such agreement, 
providing.for the exploration for, or 
extraction, processing, or other 
development of minerals, or providing 
for the sale or disposition of the 
production or products of such mineral 
resources. -
§211.4 Authority to contracL
(a) Any Indian tribe, subject to the 
approval of the Secretary and any 
limitation or provision contained in its 
constitution or charter, may enter into a 
minerals agreement or any amendment, 
supplement or other modification of 
such agreement providing for the 
exploration for, or extraction, 
processing, or other development of, 
uranium, coal, or ether energy or
V
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nor.energy mineral resources ► 
(hereinafter referred to as "mineral 
resources”) in which such Indian tribe 
owns a benefical or restricted interest, 
or providing for the sale or other 
disposition of the production or products 
of such mineral resources. '
(b) Any individual Indian owning a 
beneficial or restricted interest in 
mineral resources may include such' - 
resources in a tribal minerals agreement 
subject to the concurrence of the parlies 
and a finding by the Secretary that such 
participation is in the best interest of the 
Indian. •
§211.5 Negotiation procedures. - -
fa] A tribe or individual Indian owner - 
that wishes to enter Into a m inerals. 
agreement may ask the Secretary for 
advice, assistance, and information • 
during the negotiation, and such advice, 
assistance and information shall be 
provided to the extent of available 
resources. _ , 7 . *
(b) No particular form of agreement is
prescribed. In preparing the agreement 
consideration should be given to the 
inclusion of the following: *
(1) A general statement identifying the
parties to the agreement, a description 
of the lands involved, and the purposes*, 
of the agreement; -
(2) A statement setting forth the 
duration of the agreement;*
(3) Provisions setting forth the 
obligations of the contracting parties; :
(4) Previsions describing the methods 
of disposition of production;
(5J Provisions outlining the amount 
and method of compensation to be paid 
the operator; . ‘ *
(6) Provisions establishing the
accounting procedures to be followed by 
the operator;.;’ * \ •.
(7) Provisions establishing the - *: i
operating and management procedures 
to be followed; - - - “ . ‘ :
(8) Provisions establishing the " 
operator's rights of assignment if any,
(9) Bond requirements;* . .
(10) Insurance requirements;
(11) Provisions establishing audit - 
procedures: •
(12) Provisions setting forth ~ •
arbitration procedures; I
(13) A force majeure provision;'and .
. (14) Provisions describing the rights of
the parties to terminate or suspend the p 
agreement and the procedures to be -: 
followed in the event of termination of 
the agreement. - - - - *
(c) In order to avoid delays in 
obtaining approval of a proposed 
agreement the tribe should confer with 
the Secretary prior to formally executing 
the agreement and seek his advice as to 
whether the agreement appears to meet 
the requirements of § 211.5 or whether
modifications, additions, or corrections 
will be required in order to obtain 
Secretarial approval
(d) The executed agreement, together . 
with a copy of a tribal resolution" 
authorizing tribal officers to enter into 
an agreement, should be forwarded lo^ 
the Secretary for his approval. '
§ 211.6 Approval of agreements. .
(a) A minerals agreement submitted 
' for approval shall be approved or
disapproved within (l) one hundred and 
eighty'days after submission, or (2) sixty 
days after compliance, if required, with 
section 102(2)(C) of the National * • 
Environmental Policy Act of 1969 (42 - * 
U.S.C. 4332 (2){C)) or any other 
requirement of Federal law, whichever. 
is later. j. * - • •. -
(b) In approving or disapproving a
minerals agreement, a determination 
shall be made whether the agreement is 
in’the best interest of the Indian tribe or. 
-of any individual Indian who may be 
party to such agreement and shall . - 
consider, among other-things, the 
potential economic return to the tribe; 
the potential environmental, social, and 
cultural effects on the tribe; and 
provisions for resolving disputes that, 
may arise between the parties to the 
agreement. The Secretary is not required 
to prepare any study regarding * '• -
environmental, socioeconomic, or 
cultural effects of the implementation of 
a minerals agreement apart from th a t" 
which may be required under section 
102(2)(C) of the National Environmental 
Policy Act of 1969 (42 U.S.C. 4332(2){C)).
(c) At least thirty days prior to formal 
approval or disapproval of any mineral 
agreement, the affected tribe shall be 
provided with written Findings forming 
the basis of the Secretary's intent to . 
approve or disapprove such agreement 
by certified mail. The written findings 
shall include an environmental 
assessment which meets the 
requirements of § 211.38 and an 
economic assessment as described in
§ 211.37. The Secretary may include in - 
the written findings recommendations 
for changesio the agreement to qualify .
- it for approval. Notwithstanding any_, - 
other law, such findings and all _ *. 
projections, sfudies, data or other - - * * 
information (other than the -  :
environmental assessment required by *
§ 21138] possessed by the Department j 
of the Interior regarding the terms and 
conditions of the mineral agreement, the 
financial return to the Indian parties 
thereto, or the extent, nature, value, or . 
dispositidh of the Indian mineral 
resources, or the production, products or 
proceeds thereof, shall be held by the 
Department of the Interior as privileged 
proprietary' information of the affected
Indian or Indian tribe.The letter 
containing the written findings should 
be headed with: PRIVILEGED 
PROPRIETARY INFORMATION OF 
THE [Name of tribe or Indian]. 
f (d) A mineral agreement shall be 
-approved by the Secretary if he. 
determines in the written findings that 
the following conditions are met: •
(1) The mineral agreement provides a 
fair and reasonable remuneration to the 
Indian mineral owner •* •
{2} The mineral agreement does not 
have adverse cultural, social, or 
environmental impact on the Indian 
lands and community affected sufficient 
to outweigh its benefits to the Indian 
mineral owner; , ' . •  .*
(3) The mineral agreement complies, 
with the requirements of this part, all ’ ■ 
other applicable regulations, the 
provisions of applicable Federal law, 
and applicable Iribal law where not 
inconsistent with Federal law. '
(e) The determinations required by 
paragraphs (b) and (d) of this section 
shall be based on the written finding 
required by paragraph (c) of this section.
(f) “Fair and reasonable 
remuneration” within the meaning of 
paragraph (d)(1) of this section means a 
return on the Indian-owned mineral: •
(1) not less than that received by non- 
Indian mineral owners in comparable 
contemporary contractueParrangements 
for the development oflike minerals;
(2) not less than that received by the 
Federal Government in comparable 
contractual arrangements for the - 
development of like minerals; and
(3) not less than the minimum rental 
royalty payments which would be 
applicable to like minerals were they ... 
federally-owned. .
(g) If any representative or the ~ r.
Secretary to whom authority to review 
proposed mineral agreements has been 
delegated believes that an agreement * . 
should not be approved, he shall prepare 
a written statement of the reasons why . 
the agreement should not be approved \ 
and forward this statement, together 
with the agreement and all other : . -
•_ pertinent documents, to. the Assistant 
Secretary—Indian affairs for his . /  
decision. ‘
(h) The Assistant Secretary—Indian
Affairs shall review any agreement 
referred to him containing a *. 
recommendation that ft be disapproved, 
and make the final decision for the 
Department “• 7 '*
Subpart B—Wining Leases
§211.20 Scope. . '  ‘ •
The regulations in this subpart set 
forth the procedures to be followed
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where a tribe or individual Indian 
mineral owner elects to enter into a 
mining lease through a competitive 
bidding procedure under the Act of May 
11.1938 (25 U.S.C. 396a) which governs 
the leasing of tribal lands, or the Act of- 
March 3. 1906 (25 U.S.C. 396) which . 
governs competitive leasing of allotted 
lands. A lease may be entered into 
through competitive bidding under the 
procedures in this subpart, or by 
negotiation under the procedures in this 
subpart, or by negotiation under the 
procedures in Subpart A. or through a 
combination of both competitive bidding 
and negotiation.
§ 2 11.2 1 Procedures for awarding leases.
(a) Prospecting and mining leases by 
tribal mineral owners through 
competitive bidding shall be entered 
into in accordance with the procedures 
of paragraph (c) of this section.
However, if no satisfactory bid is ' 
received, or if the accepted bidder fails 
to complete the lease, or if the Secretary 
determines that it is not in the best 
interest of the tribal mineral owner to 
accept the highest bid. the Secretary 
may readvertise the lease for sale, 
subject to the consent of the tribal 
mineral owner, or the lease may be let 
through private negotiations in 
accordance with Subpart A of this part.
(b) Indian mineral owners may ' 
request the Secretary to prepare, 
advertise, negotiate, and/or award 
prospecting and mining leases on their 
behalf. If so requested, the Secretary 
shall undertake such responsibility in 
accordance with the procedures of 
paragraph (c) of this section and, where 
applicable, the provisions of paragraph
(a). If requested by a potential - 
prospector or operator interested in 
acquiring rights to Indian-owned 
minerals, the Secretary shall promptly 
notify the Indian mineral owner thereof, 
and advise the owner in writing of the 
alternatives open to him, and that he 
may decline to permit any prospecting 
and mining exploration or production.
(c) When the Secretary exercises his 
authority to enter into contracts on 
behalf of individual Indian mineral 
owners pursuant to this part, of when he 
has been requested by the Indian 
mineral owner under paragraph (b) of 
this section to assume the responsibility 
of awarding the contracChe shall offer 
leases to the highest responsible bidder
. subject to the following procedures, 
unless he determines in accordance with 
prargraph (a) of this section that the 
highest return can be obtained on the 
mineral by other methods of contracting 
(such as negotiation):
(1) Leases shall be advertised for a 
bonus consideration under sealed bid.
oral auction, or a combination of both, 
and a notice of sush advertisement shall 
be published at least 30 days in advance 
of sale or such longer time as is 
necessary to achieve optimum -
competition.
(2) The advertisement shall specify 
any terms requested by the Indian - 
mineral owner and may, where'^ 
sufficient information exists and after 
consultation with the Authorized 
Officer, permit bidders to compete on 
such terms as rental and royalty rates as 
well as upon bonus payment; and it
shall provide that the Secretary reserves 
the right to reject any or all bids, and 
that acceptance of the contract bid by or 
. on behalf of the Indian mineral owner is 
required. The complete text of the 
advertisement must be published in at 
“'least one local newspaper and such 
notice must include in addition to the 
aforementioned terms, a description of' 
the specific tracts to be offered. ' -• * -
(3) Each bid must be accompanied by 
a cashiers check, certified check or 
postal money order or any combination 
thereof, payable to the payee designated 
in the advertisement, in an amount not 
less than 25 percent of the bonus bid, 
which will be returned if that bid is 
unsuccessful.
(4) If no bid is received which meets
the criteria of paragraph (a) of this 
section, or if the successful bidder fails 
to complete the lease.'or if the Indian 
mineral owner refuses to accept the 
highest bid, the Secretary may 
readvertise the lease, or if deemed 
advisable, and in accordance vyith 
paragraph (b) of this section, he may 
attempt to award a lease by private • 
negotiations, provided that he shall not 
award a lease by private negotiations 
without the written concurrence of the 
mineral owner unless he is exercising 
his authority under subsection (c) of this 
section. '  : - _ “
(5) A successful bidder must, within 
30 days after notification of the bid 
award, remit to the Secretary the 
balance of the bonus, the^rst year’s . 
rental, a $25 filing fee. his share of the 
advertising costs, and file with the 
Secretary all required bonds. The 
successful bidder shall also file the lease 
in completed form at the time. However,' 
for good and explicit reasons the 
Secretary may grant an extension of 
time of up to 30 days for filing of the 
lease. Failure on the part of the bidder to 
comply with the foregoing will result 
either in forfeiture of the required 
payment of 25 percent of any bonus bid 
for the use and benefit of the Indian 
mineral owner, or. at the Indian mineral 
owner’s option, readvertisement of the 
forfeited lease with the defaulted bidder 
required to pay any difference between
his bid and the high bid received at the 
subsequent sale’, plus the cost of 
advertising for such subsequent sale.
The readvertisement option must be 
reflected in the original advertisement to 
be effective. ^  .
(d) When the Indian mineral owner 
has requested the Secretaryto offer a 
lease to the highest responsible qualified 
bidder in accordance with paragraph (c) 
of this section, the Secretary shall 
advise the Indian mineral owner of the 
results of the bidding, and shall not 
award the lease to any bidder until the 
consent of the Indian mineral owner has^ 
been obtained. . ■ ~ - -
§211.22 Duration of leases.
(a) A mfning lease with an Indian, 
mineral owner entered into pursuant to - 
the regulations in this Subpart shall not 
exceed a' term of ten years dr as long ' - 
thereafter as minerals are produced in 
paying quantities. For the purpose of 
this provision, the term of a mining lease 
entered" into by means of the exercise of 
an option shall be measured from the 
date of the exercise of the option. All 
provisions in leases governing their 
duration shall be measured from the 
date of approval, unless otherwise 
provided in the lease.
(b) When a mining lease specifies a 
term of years and “as long thereafter as 
minerals are produced in paying 
quantities" or similar phrase, the term 
“paying quantities" shall mean: That 
quantity of recovered minerals which 
produces during the fiscal year of the 
lease a profit to the operator over and 
above the total cost of: Extraction 
(exclusive of exploration), processing 
(including beneficiation), and handling 
to the point of sales; all rents and 
royalties paid under the lease, all 
salaries and employee expenses directly 
related to such extraction, processing, ~ 
and handling; all taxes incident thereto 
except tribal severance taxes; and 
business licenses, repairs of equipment, 
and transportation.
(c) In order to continue production in 
paying quantities the operator must not 
suspend mining operations at any time 
for a period of 60 days or more without 
the prior express written approval by 
the Secretary with the consent of the 
Indian mineral owner, unless production 
is impossible as a result of an act of God 
or some other cause’clearly beyond the 
operator’s control.
(d) Express written approval by the 
Secretary with the consent of the Indian 
mineral owner, for the suspension of 
mining operations for more than 60 days 
may be granted upon negotiation of a 
minimum rent, not to be credited against 
future production royalties, which shall
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be paid in lieu of a production royalty, * 
and in addition to any other rents under 
the lease. - _ * ' _ '1
(e) At the expiration of the primary ' - 
term of the mininglease and at the end- ’ 
of each fiscal year thereafter untfl 
expiration of the lease, the operator . T 
shall present sufTiciently detailed ; 
written evidence to the Indian mineral ' “ 
owner and to the Secretaiy to ~ 
demonstrate that minerals are being ^ 
producedln paying quantities. "  _ -
Subpart C—General 7 ./ - "*
** ■*. ~ j. - . ~ ~ ■
§211.30 Scope. ' : ; * ;
This siibpart sets forth general *- . -
requirements which are applicable to — * * 
any contract for the development of : ~
Indian minerals entered into pursuant to . 
this Part - >’ ,w* -" • ' V - * .. '
§ 211.31 Authority and responsibility o f . .  
Authorized Officer- Y_\ -7 -•*-**- - /  7, *
The Authorized Officer shall approve^ - 
supervise, and direct operations under, . 
contracts governed by the regulations of 
this part; furnish to the Secretary and 
the Indian mineral owner scientific and 
technical information end advice; and lo . 
ascertain and record the amount of y  
production. He shall also be responsible 
for reviewing and reporting to the • * • r 
Secretary his recommendations /  >
rone emir.g any proposed contract
§ 211.32 Authority and resp o n sib ly  of 
Che I'inerr/.s K'anaserr.erit Service
The MMS. upon establishment of 
proper procedures, shall collect and 
record rental, royalties, and all other 
payments due under any contract 
entered Into under the regulations in this 
part These responsibilities Include lhe 
auditing oflessee documents, reports r. . 
and payments; Ihe disbursement o f . /  ,
revenue collected; the development and 
distribution orroyalty"and rental. 7 -..Tr 
regulations and guidelines; and the - r r ^ 
obtaining oflessee sales, contracts ^  
agreements, and other royalty records^ 
when requested. In-order to audit ^ 
product values, and processing and Y - .^  
transportation a l l o w a n c e s . £ 7 / ‘
§ 211.33 Definition*. 7 *7/
As used in this part: * - /  T.
(a) “Secretary" means the Secretary o f . 
the Interior or his authorized < VV/.-:;/
representative." - v :‘ ; ■/*•- /7*-*7 - p -
fb) “Assistant Secretary—Indian /  • " 
Affairs" means the Assistant-J ._ .-.'I - •' 
Secretaiy—Indian Affairs. T ‘ .7
(c) “Superintendent" means the /  
Bureau of Indian Affairs Superintendent ; 
or the authorized Bureau represent alive 1 
having immediate jurisdiction over the 
minerals covered by a minerals r - 
agreement under this part. ^
(d) “Bureau" means the Bureau of
Indian Affairs. ~ \ "-*°‘* ** *
(e) ~“lndian mineral owner" meaner
(1) any individual Indian or Alaska
Native who owns land or interests in * : 
land the title to which is held in trust by 
the United States or is subject to a . 
restriction against alienation imposed. 7 
by the United States; b - ~  7/ . *
(2) any Indian tribe, band, nation, 
pueblo, community, rancheria, colony, or 
other group which o w tls  land or ^  
interests inland, the title to which is 
held in trust by the United States'or is 
subject to a restriction against . /-  
alienation Imposed by the United States.
(f) “Minerals" includes bpth - %.*;. ~
metalliferous and nonmelalliferous _> . / /  
minerals, except oil and gas, and * * ^  . ; 
^includes but Is not limited to, \ ’//-.•
geothermal, sand, gravel pumice, 
cinders, granite, building stone, .  ̂ .
limestone, clay, sill, or any. other energy - 
or non:energy mineral/ .*7 /
(g) “Mining" means the science, * 
technique, and business of mineral . _ * _ 
developmenl Including opencast, 
underground work, and in situ leaching, 
directed lo severance and treatment of 
minerals; however, when sand, gravel 
pumice, cinders, granite, building stone,' 
limestone, day or silt is the subject 
mineral, an enterprise Is mining only If 
the sale and removal of such mineral 
exceeds 5.000 cubic yards.
(h) "Authorized Officer" means any 
persoj^aulhorized by law or by lawful 
delegation of authority1 in the Bureau of 
Land Management to perform the duties 
described.
(i) “Minerals Management Service 
(MMS) Official" means any person v 
authorized by law or by lawful .* - 
delegation o f authority In the Mineral* ; 
Management Service to perform the ~ 1 ~ 
duties described. -
(j) "Oil" means any nongaseous^ /  ̂
hydrocarbon substance other than those ’ 
substances leasable ns coal, oil shale, or 
gilsonite (including all vein-type solid: 
hydrocarbons). Oil includes liquefiable 
hydrocarbon substances such as drip - 7“ 
gasoline and other natural condensates 
recovered or recoverable in a liquid -  
state from produced gas without v : - r ;  “ 
resorting to a manufachiring process. . 
For royalty rate consideration In special 
tar sand areas, any hydrocarbon^  7 / ’* 
substance with a gas-free viscosity, a t " , 
original reservoir temperature, greater 
-than 10.000 centipoise is termed tar ;- 
sand:" :. ~*.̂  ~7 7 - . ’ C  ... - - _ -
(k) “Gas" means any fluid, either
combustible or noncombustible, which 
is extracted from a reservoir and which 
has neither independent shape n o r- 
volume, but lends lo expand -
indefinitely; a substance that exists in a*
gaseous or rarefied slate under standard 
temperature and pressure conditions. ;
(!) “Operator" means a person, ' 
proprietorship, partnership, corporation, 7 
or other business association which has * 
made application Tor, is negotiating with 
an Indian mineral owner with respect to / 
or has entered into a minerals 
agreement to mine for Indian-owned /• 
minerals.- ; / . ; / - / '  % ~ .. .* s
(m) “Prospector" means a person, '
proprietorship, partnership, corporation,* */ 
or other business association which has  ̂
made application for, is negotiating with ; 
an Indian mineral owner with respect to, 
or has entered into a mineral contract to . 
prospect or explore for Indian-owned . 
minerals./."; / /  - ‘
(n) “Contract" means any lease or-' " 
minerals agreemenL'
§211.34 Approval_ot amendments to 
contracts. /  * . 7
(aj -An amendment, modification or * 
supplement to a contract entered into, 
pursuant to the regulations in this Part /  
must be approved by the Secretaryf. The 
Secretary may approve an amendment 
modification, or supplement .if he 
determines that the contract, as ' • 
modified, meets the criteria for approval 
set forth in § 211.6 or § 211.21r
(b) An amendment to or modifications 
of a contract for the prospecting for or 
mining of Indian-owned minerals, which , 
w*as approved prior to the effective date 
of these regulations, shall be approved 
by the Secretary* if the entire lease meets 
the criteria set forth in § 211.6 or 
§ 211.21 of this part. When appropriate, 
the Secretary shall prepare a written 
economic assessment of the amendment 
or modification pursuant to paragraph
(a) of § 211.37 of this part, and an 
. environmental and cultural assessment ' 
pursuant io 5 211.38 of this part. 7 -v 
~ (c) The exercise of options to lease for t
the mining of Indian owned minerals,*7 
Which options w ere not exercised prior - 
to the effective daleoHhese regulations, 
shall be approved by the Secretaiy - 
pursuant to $ 211.21 of this part if the - 
lease meets the conditions of that - '  **.; 
section."/-;.;'/* - - - 7 -̂  -7 7 j;: 7 “7. - .*
- •* . ’* - * - . ‘ ’ . -•
§ 211.35/Removal of restrictions. -
(a) Notwithstanding the provisions of 
~ any mining contract to the conl^aly,, the
removal of all restrictions against * ._* '  
alienation shall operate to divest the " . 
Secretary of all supervisory authority , 
and responsibility with respect to the 
contract Thereafter, all payments 
required to be made under the contract 
shall be made directly lo the Indian 
mineral owner(s). -r •1
(b) In the event restrictions are * 
removed from a part of the land
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included in any contract to which this 
part applies, the entire contract shall . 
continue subject to the supervision of 
the Secretary until such time as the „ * 
holder of the contract and the 
unrestricted minerals owner shall ;. 
furnish to him satisfactory evidence that 
adequate arrangements have been made 
to account for the mineral resources v / '  
upon the restricted land separately from 
that upon the unrestricted. Thereafter* - - 
the unrestricted portion shall be relieved 
from supervision of the Secretary* and_ 
the restricted portion^shall continue 
subject to such supervision as is ■ . .
provided by the Secretary, contract, the 
regulations of this part, and all other - 
applicable laws and regulations. \  ~ .
(c) Should restrictions be removed 
from only part of the acreage covered by 
a contract agreement which provides 
that payments to the mineral owners 
shall thereafter be paid fo each owmer in 
the proportion which his acreage bears 
to the entire acreage covered by the * 
contract, the operator on any 
unrestricted portion shall continue to be 
required to make the reports required by 
the regulations in this part with respect 
to the beginning of operations, 
completion of operations, and 
production, the same as if no restrictions 
had been removed. In the event the 
unrestricted portion of the contracted 
premises is producing, the operator will 
also be required to pay the portion of the 
royalties or other revenue due the Indian 
mineral owner at the time and in the 
manner specified by the regulations In 
this part. * - r ‘ ^ §
§ 211.35 Geological and geophysical - 
. permits.''
(a) Permits to conduct geological and 
geophysical operations on Indian lands 
which are not included in a mining '  1 
contract entered info pursuant to this 
Part may be approved by the Secretary 
under the following conditions:
(1) The permit must describe the area
to be explored and must state the - _ 
durationT)f the permit and the \  ‘ - • - 
consideration to-be paid the Indian 
owner;' “ '• ~ ’ -
(2) The permit will not grant the - 
permittee any option or preference 
rights to a lease or other development - 
'contract or authorize the production or
'  removal of minerals; * *.7 / ' *1r  ~
(3) (i) The permittee or his authorized 
representative or geophysical permittee * 
shall pay for all damages to growing 
crops, any improvements on the lands* 
and all other surface damages as may be 
occasioned by operations. 
Commencement money shall be a credit 
toward the settlement of the total 
damages occasioned by the drilling and 
completion of the well for which it was
paid. Such damages shall be paid to the * 
owner of the surface and by him 
apportioned among the parties interest 
in the surface, whether as owner, N 
surface lessee, or otherwise, as the 
parties may mutually agree or as their 
interests may appear. If the lessee or his 
authorized representative and pie J V 
surface owner are unable to agree ■ ’ ' V. 
concerning damages, the same shall be - 
determined by arbitration. Nothing - vl 
herein contained shall be construed to^ 
deny any party the right to file an action' 
in a court of competent jurisdiction If he 
is dissatisfied with the amount of the -V 
award.. "O : - r iv -  •••* - * -'
(ii) Surface owners shall notify their
lessees or tenants of the regulations in 
this part and of the necessary procedure 
to follow in all cases of alleged - ; -1 
damages- If so authorized in writing, *• 
surface lessees or tenants may represent 
the surface owners- /  - . r „ V" -
(iii) In settlement of damages on 
restricted land all sums due and payable 
shall be paid to the Secretary for credit 
to the account of the Indian entitled 
thereto. The Secretary will make the 
apportionment between the Indian .
"landowner or owners and surface lessee 
of record.
(iv) Any person claiming an interest in
any leased tract or in damages thereto 
must furnish to the Secretary a . - 
statement in writing showing said < 
claimed interest Failure to furnish such 
statement shall constitute a waiver of 
notice and stop said person from * :
claiming any part of such damages after 
the same' shall have been disbursed.
(4) A copy of a 11 data collected - _ 
pursuant to operations conducted under 
the permit shall be forwarded to the . 
Secretary end to the Indian mineral 
owner when so provided in the permit ; 
Data collected under a permit shall be 
held by the Secretary as privileged and" 
proprietary information until such time 
as the permit has expired or until the 
bidding process is completed ” .
[5} The permittee will be required to 
obtain the rights of ingress or egress 
from the surface owner.
(6) A permit may be granted by the 
Secretary without the consent of the . . „ 
individual Indian owners ifr 
X* (i) The land is owned by more than 
one person, and the owners of a . * 
majority of the interests therein consent 
to the permit; ' * V * \  *’•'
(ii) The whereabouts of the owrneT of 
'the land or an interest therein is
unknown, and the owner or owners of 
any interests therein whose 
whereabouts is known or a majority 
thereof, consent to the permit;
(iii) The heirs or devisees of a 
deceased owner of the land or an 
interest therein have not been
determined and the Secretary finds that 
the permit activity will cause no ' * 
substantial injury to the land or any # 
owner thereof; or „ . '
(iv) The owners of Interests in the 
land are so numerous that the Secretary 
finds it would be impracticable to obtain 
their consent and also finds that the *. .* 
permit activity will cause no substantial' 
injury to the land or any owner Thereof.
(bj A permit to conduct geological and 
geophysical operations on Indian lands 
included in a mining contract entered 
into pursuant to this Part will Dot be 
required of the operator In the absence 
of provisions in the contract requiring  ̂
that a permit be obtained If a permit is 
to be required, the contract shall state /  
the procedures for obtaining approval of 
a permit. \  ~ ^  ~ j ;
‘ (c) For the purposes’of these _ ~ 
regulations a "geological and : . ;v 
' geophysical permit" means a written ;< 
authorization from the Indian mineral 
owmer to conduct on-site surveys to 
locate mineral deposits on the lands 
included In the permit by mechanical, 
electronic or other mea'ns.
c.
§211.37 Et anomic assessments.
(a) An economic assessment, where
required, shall include the following 
findings to the extent of their 
applicability to mineral exploration and 
production: . _• *
(1) Whether there are assurances in 
the contract that prospecting and mining 
operations will be conducted with 
appropriate diligence;
(2] Whether water in the amount
needed for purposes of operations under 
the contract is available- * _ -
_ ‘ (3J Whether production royalties or \ 
* other form of return on the minerals is * 
adequate.
- (4J If a method of contracting other - 
' than the competitive bid procedure is 
. used, whether that method clearly 
provides the Indian mineral owner with 
a greater share of the return oh the 
production of his mineral than he .might 
otherwise obtain through competitive 
bidding. .. T *
(5) Whether provisions for resolving 
disputes that may arise between the 
parties to the agreement are adequate.
. (6) Whether the configuration of the 
area to be developed (the mining unit] is 
contained in a reasonable compact body 
and the acreage does not exceed that 
necessary to promote the orderly 
development of the mineral.
(b) [Reserved].
§211.38 Environmental s«ecsments.
(a) An environmental assessment ' 
shall be prepared in accordance with 
regulations promulgated by the Council
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of Environmental Quality, 40 CFR 1508.9 
and the Environmental Quality 
Handbook, 30 B1AM Supplement 1. '
When it is recognized prior to the * •_/ 
preparation of the assessment that a ' 
complete environmental impact* •. 7 ^
statement needs to be prepared prior to - ^  
approval of the contract, preparation of 
that environmental impact statement _ 
may be regarded as satisfying the 
requirements of this section. Prior to -* 
contact approval, the environmental 
assessment shall be make specifically 
available to the Indian oil and gas 
owner and to the govering body of the . 
local Indian tribe, end shall also be *. 
made available for public review at the. 
Bureau office having jurisdiction over * 
the proposed mineral agreement
(b) In order to make a determination 
of the effect of a contract on prehistoric, 
historic, architectural, archeological, \  
cultural, and scientific resources, in 
compliance with the National Historic 
Preservation Aqt. 16 U.S.C. 470 et seq.t ' 
Executive Order 11593'(May 1971), and ; 
regulations promulgated thereunder. 36 
CFR Parts 60, 63. and 800, and the 
Archeological and Historic Preservation 
Act 16 U.S.C. 459a-l et seq., the - r Jv ’ ' 
Secretary shall, prior to approval of a 
contract, perform surveys of the cultural 
resources so as to evaluate and make a 
determination of the effect of th e . N 
exploration and mining activities on' 
properties which are listed in the 
National Register of Historic Places, 16 
U.S C. 470a, or are eligible for listing In 
the National Register. If the surveys 
indicate that properties listed in or 
eligible for listing in the National 
Register will be affected, the Secretary 
shall seek the comments of the Advisory 
Council on Historic Preservation ~ . ' 
pursuant to 36 CFR Part 800. If the ; - 
mineral development will have a i f : * * 
adverse effect on such properties, the 
Secretary shall ensure that the * 
properties will either be avoided, the 
effects mitigated, or the data describing 7 
the historic property is preserved: *- .
(1) The state in which the corporation
is incorporated, and that the corporation 
is authorized to hold such interests in ' * _ 
the state where the land described in the 
instrument is situated; i - . - :* * .*-
(2) That it has power to conduct a l l '- '
business and operations as described In 
the instrument; and **:~r y -
(3) Such other information as the-*'-: ~. 
Secretaiy may require Tn the exercise of 
his trust responsibility to "the Indian: — ;  
mineral owner. '
(c) The Secretary' may, either before 
or after the approval of a permit, 
mineral agreement, assignment, or bond, 
call for any reasonable additional 
information necessary to carry out the. 
regulations in this part other applicable 
laws and regulations and his trust 
responsibility to the Indian mineral 
owner. Failure to furnish the requested 
information will be deemed sufficient ' 
cause for disapproval or cancellation of 
the instrument, whichever is "
appropriate. —7
prospector or operator, and any other ' ; 
records which are pertinent or related to 
operations done under a contract shall 
be available for examination and 7-  ̂ \ • 
reproduction by the Secretary, the * ’
Authorized Officer, and tribal mineral f .  
owners, upon request, accompanied by : J 
written assurances that such records* v . -r
will be held in confidence, until a lt ^ ' _ 
obligations under the contract have '*3:7 
been fulfilled. Such records shall at all. ^
times be available for purpose of audit \  
upon" the request of the Secretary. When v 
an independent audit Is requested by the 
Secretary, he may require that the cost * '* 
thereof be borne by the "operator. ; 7 j v *
frl All rprnrrtc rrlainlainpft nndpp “ •*-- K .(c) ll records mai tai ed u er 
paragraphs (a) and [b) of this section-r: 
will be furnished MMS in accordance 
with MMS regulations and guidelines.*^ '  
MMS will safeguard such records in "r-.l * 
accordance with appropriate l a w s , " U  
regulations, and guidelines. - 7 .  V  ^  -
§ 211.43 lining contracts—inherited 
lands. ***■
§211.40 Bends. ‘ • -  '
(a) The Secretary may require a . 
prospector to furnish a surety bond in 
such amount as he deems appropriate,
(b) Before beginning mining ' :- •' ; :
operations, the operator shall furnish a- 
bond in an amount to be determined by-" 
the Authorized Qfficer and the • -
approving official. * - ' ‘ ' ‘ -
(c) Bonds shall be by corporate surety 
bonds.
(d) The right is specifically reserved to 
the Secretary to increase the amount of 
bonds at his discretion.
(e) In lieu of the bond required in *
paragraphs (a) and (b) of this section, an 
irrevocable letter of credit may b e : 
submitted for the same amount as a ; -r - 
boncL 77 r
i.* '* •- '•L . < *”"* • - * <2 V. *. -
§ 211.39 Persons signing in a ̂  s “
representative capacity. . i . " y  .
(a) The signing in a representative-^ - ^
capacity and deliver}’ of bids, geological.' _ 
and geophysical permits, mineral 
agreements, leases, or; . ;  ^  -
assignments,bonds, or pther instruments 
required by these regulations constitutes, 
certification that the individual signing,
is authorized to act.in such capacity. An _ 
agent for a surety shall furnish a 
satisfactory power of attorney. . V_
(b) A Corporation proposing to . 
acquire an interest in a permit or a 
contracted real property interest in . ; . . .  
Indian-owned minerals shall file with 7. 4 
their instrument a statement showing:
§ 211.41 Manner of payments. ;®
Unless otherwise provided in an - 
approved contract, all pa\Tnents shall be 
paid to the Secretary or such other party j  
as he may designate and shall be made 
at such time as'provided in the contract -
; • t • . * -r v  *•. _
§ 211.42 Recordkeeping. S 7
(aj The prospector of operator shall: 
maintain records of all prospecting and V 
mining operations done under a contract ^ 
including information on the type, grade, 
or quality, and weight of all minerals ... ' 
mined, sold, used on the premises, or * : 
otherwise disposed of, and all minerals 
in storage [remaining in inventory), and * 
all information on the sale or‘disposition 
of the minerals. Such records shall be 
kept so that they may be readily 
inspected.^ v  "  1-*^ .* “
(b) All records maintained under ~ * 
paragraph (a) of this section, all records 
regarding the financial structure of the
(a) The Secretary may execute mining 
contracts on behalf of unknown owners 
of future contingent interests and on 
behalf oT minors without legal guardian, * 
and on behalf of personswho are legally * 
incompetent*” r *; ; .:r ' .1:
fb) If the allottee is deceased and the** 
heirs to or devisees of any interest in the . 
allotment have not "been determined or ._ , 
some or all of them cannot be located, \  . 
mining contracts involving such ’ 
interests may be executed by the ..  ^
Secretary, provided that the mineral 
interest shall have been offered for sale 
under provisions of § 211.21 of Subpart 
B. . ~ '*7
(c) If the heirs include a life tenant, 7 
the mining contract must be '  *̂ - ; jr.; *
accompanied by an agreement between 
such life tenant and the remaindermens f - 
providing for the division of the rents * - i  
and royalties subject to approval of the 
. Secretary. ; :*-. :*:1 '  . vt 7 ; • ‘ 
fd) The Secretary may approve a — 
minerals contract where less than 100 
percent of the undi^ded-mineral interest 
is committed to the contract and the * - 
Secretary has determined it to be m th§ 
best interest of the Indian mineral 7* 
owners, provided that; 7*1 - : i_ .‘ S
{1) 51 percent or more of the - 
undivided mineral interest is committed 
to the contract; - f  ^ 0
(2) The operator isyequlred to submit •
a certified statement containing *
evidence of the Indian mineral owner's * 
refusal to consent to the contract"
(3) The operator is required to submit
and obtain the approval of the 
Secretary, a plan describing how the i t . 
operator will account to the non- - .  -7*"
consenting mineral interest owners for
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all income attributable to their ' ' 
undivided interest
(4) Non-consenting mineral owners ; 
receive certified written notice that the 
Bureau proposes to approve a contract 
affecting their undivided interest 
without their consent within 10 days 
from receipt of the notice. • * ..
(e) The Secretary shall provide all -r 
non-consenting mineral owners with 
certified written notice that he has. \  
approved the contract affecting their ,
undivided interest without their consent «-»■ . —
§211.44 Assignments; overriding 
royalties.' * ----\  ‘
. '(a) No assignment or sublease ofany 
interest in a contract entered into 
pursuant to this part shall be effective 
without the approval of the Indian 
mineral owner and the Secretary 
pursuant to and subject to the criteria of 
§ 211.6 of this part Approval shall not 
relieve the assignor of his obligations 
under the original contract, unless the' 
Secretary, with the consent"of the Indian 
-mineral owner, releases the assignor of 
his obligations under the contract, or the 
Secretary’ may permit the release of any 
bonds executed by the assignor upon 
execution of satisfactory bonds by the 
assignee.
(b) Agreements creating overriding 
royalties or payments out of production ~ 
are hereby authorized and the approval 
of the Secretary shall not be required 
with respect thereto, but such an 
agreement shall not be construed as 
modifying any of the obligations of the 
prdspector or operator under his 
contract and the regulations in this part 
and Part 216 of this title, including the 
requirement of Secretarial approval 
prior to abandonment _ " r
. (c) A fully executed copy of the , 
assignment shall be filedjwith the _ T 
Secretary within 30 days after the date 
of the execution by all of the parties.
§211.45 Enforcement of orders. ~ ‘ y ‘
(a) If the Secretary determines that a 
prospector or operator has failed to j 
comply with the regulations in this part, 
other applicable laws or regulations, the 
terms of the contract, the requirements 
of an approved exploration or mining 
plan, his orders 6i the orders of the 
Authorized Officer and such' *•/ - -
non compliance does not tfireaten ' r
immediate and serious damage to the 
environment, the mine or the deposit 
being mined, or other valuable mineral 
deposits or other resources, the 
Secretary' shall serve a notice of .. 
noncompliance upon the prospector or 
operator by delivery in person or by 
certified mail to him at his last known . ‘ * 
address. Copies of S2id notice shall be 
sent to all interested parties. Failure of
the prospector or operator to lake action 
in accordance with the notice of 
noncompliance within the time limits 
specified by the Secretary, or to initiate 
an appeal pursuant to Part 2 of this title 
shall be grounds for suspension of : 
operations subject to such notice by the 
Secretary, or grounds for suspension of 
operations subject to such notfce by the 
Secretary^ or grounds for his ' ^ - ;*
'recommendations for the initiation of ~ 
action for cancellation of the lease/. 
permit, license, or contract and . 4 /
forfeiture of any compliance bonds. _
(b) The notice of noncompliance shall _
specify in what respect the operator has 
failed to comply with the provisions of 
applicable regulations, laws, terms of' 
the mining plan, or contract, or the 
orders of the Secretary or the ‘ --
-Authorized Officer, and shall specify the 
action which must be taken to correct 
such noncompUance and the time limits 
within which such action shall be taken.
A written report shall be submitted by ■ 
the prospector or operator to the 
Secretary when such noncompliance has 
been corrected.
(c) If, in the judgment of the Secretary,
a prospector of operator is conducting ' 
activities on lands subject to the 
provisions of this part which fail to 
comply with the provisions of this part, 
other applicable laws or regulations, the 
terms of the contract, the requirements 
of an approved exploration or mining 
plan, his orders or the orders of th e . 
Authorized Officer, and which threaten 
immediate and serious damage to the 
environment, the mine or the deposit . 
being mined, or other valuable mineral 
deposits being mined, or other valuable 
mineral deposits or other resources, the"" 
Secretary shall order the immediate r ,1 ■ 
cessation of such activities, without  ̂
prior notice or noncompliance. Such an ' '  
order may be appealed as provided In 
Part 2 of this tide. Compliance with such 
an order shall not be suspended by ‘ V 
•reason of the taking of an appeal, unless 
such suspension \s ordered in writing by 
the official before whom such appeal is 
pending, and then only upon a written 
determination by such official that such 
suspension will not be detrimental to the 
Indian mineral owner or upon , 
submission of a bond deemed adequate 
by both the Indian mineral owner and . 
the Secretary to indemnify the Indian.” x  
mineral owmer from any resulting loss or  ̂
damage. . ... . .  ̂ • >.„ - -
(d) Nothing in this" section is intended 
to supersede^the independent authority 
of the Authorized Officer under 43 CFR 
Part 3000. However, the Authorized . 
Officer and the Secretary should consult 
with one another, wrhen feasible, before 
taking any enforcement actions.
_ (e) No provision in this section shall 
be interpreted as replacing or 
superseding any other remedies of the 
Indian mineral owmer as set forth in ihe \ 
mineral agreement or otheiwrise . 
available at law. - * . * *
§ 211.46 Legal review. " ' /  • 7 - “- i *
When a"contract has been entered
into by. methods other than the V* ^  "* ’*
competitive bid procedure (whether by-
the Secretary or by the Indian mineral
owner), or when a contract contains
provisions not appearing in an approved
Bureau lease form, the contract shall be
submitted to the local Field or Regional*
Solicitor’s Office for review for legal *
sufficiency, prior to approval by the f
Bureau. - * ~ ./-V-X  v '  :
§211.47 Penalties. "’  ̂7 - 7  - /
• - — - ^
Violation o f  any o f the term's or
conditions of anyhnineral'agreement or 
of the regulations under this part shall 
subject the permittee or operator to a 
fine of not more than $1,000 per day for 
each day of such violation or 
noncompliance with the orders of either 
the Secretary or the Authorized Officer. 
Provided, that prior to the determination 
that a fine will be imposed as provided 
for in this section, the permittee or 
operator shall receive a/30 day notice 
with respect to the terms of the contract 
or of the regulations violated and, if he 
so requests, may receive a hearing 
before the Secretary'. Payment of 
penalties more than 10 days after notice 
of final decision is given shall be subject 
to late charges at the rate of not less 
than 1 % percent per month for each 
month or fraction thereof until paid. All 
penalties charged pursuant to this 
section shall be deposited with the
Indian owners. \  ^  XV-X
-\..r  \ j  :
§211.48 Appeals. -
(a) Appeals from decisions of the
Departmental officers under this part * 
may beTtaken pursuant to Part 2 of this * 
title. " - _ . -  .. J ■
(b) Cessation orders issued pursuant
to § 225.45 of this part shall not be 
suspended a^a result of the taking of an 
appeal, unless such suspension is . 
ordered in writing by the official before 
whom such an appeal is pending, and 
then only upon a written determination 
by such official that such suspension 
will not be detrimental to the Indian oil 
and gas owner or upon submission of a 
bond deemed adequate by both the 
Indian oil and gas owner and the 
Secretary to indemnify the Indian oil 
and gas owner from any resulting loss or 
damage. . ■
31P36 Federal Register / Vol. 48. No. 134 /  Tuesday, July 12. 1983 ]  Proposed Rules
§211.49 Fera. _
Unless otherwise authorized by the 1 -- 
Secretary, each permit, lease, sublease, 
or other contract, or assignment or * 
surrender thereof shall be accompanied ~ 
by a filing fee of $25. ‘ . - * .
(92 Stal. 469. 42U.S.C. 1956): Act of January' 
12,1953 (96 Slat. 2447, 30U .SC  1701). r
PART 212— LEASING OF ALLOTED, 
LANDS FOR t/.INiNG [REMOVED]
FART 225— OIL AND GAS M IN ER AL^”* 
CONTRACTS • u -Uk  I  V '  "
Src ‘ i--*.
225.1 Purpose and scope*’..-*' vV
225.2 Information collection. - * '1 --■
Subpart A— Minerals Agreements^.* *_ ‘
225.20 Scoped/  - 7..*- --r_ “?;
225.21 Definitions. /  * ‘ * ~
225 22 Authority to contract *.-*2 * *2
225.23 Negotiation procedures, Z'~?
225.24 Approve! of agreem ents.^ • v v
Subpart B— 02 and G3S Leases.' ~ - 7  \ '7... ’
- ; • n- . - * *• . r V*
Z25.30 Scope. - .*•
225.31 Procedure for awarding leases. -r-
225.32 Duraticjn of leases. *7- '  7  . ' i
225.33 Rentals; minimum royalty; * l
production royalty on leases. * ’ ' i '*
225.34 Contracts for subsurface storage of
oil and gas. *. •* ■ ” .
Subpart C—General"/ *
r  .. . - . - - r - - ‘
225 40 Scope, v • - .  - ‘
225 41 Authority end responsibility of 
Authorized Officer. - -  
225 42 Authority and responsibility of 
Minerals Management Service (MMS)..
225.43 Definitions. -
225.44 Approval of amendments to
contracts. "7
225.45 Geological and geophysical permits.
225.46 Removal of restrictions.
225.47 Oil and gas contracts of undivided
inherited lands. - _ ^
225.48 Persons signing in a representative
capacity. .. ‘̂ .-7 -
225.49 Economic assessments./
225.50 Environmental assessments. ^  m'~- '
225.51 Bonds. > — /  .-*iK>Vv ' f j / /
225.52 Manner of p a y m e n t s . 7
225.53 Assignments and overriding v
royalties. *7 -
225.54 Restrictions on operations; work-over
and shut-in applications, ! -v » -  - /
225.55 Unitization, communitization and '..7.
well-spacing agreements. ' ~ '.1 J*/*’
225.56 Inspection of premises: books and 
accounts.^- ^  1 7 -'V  ~J
225.57 Termination and cancellation: -7 : 7
enforcement of orders.  ̂ ”7   ̂ ‘ v>-r:
22538 Penalties.
225.59 Appeals.^ ' - 7 _ /
225.60 Fees. 7' /  .* t
225.61 Legal review. V *
Authority: Sec. 4. Act or May 11.1938 (52
StaL 348. 25 U.S.C. 396d). Act of March 3.
1999, as amended (35 StaL 783, 25 U-S.C. 399); 
sec. 1. Act of August 9,1955. as amended (69 *• 
Stat. 539. 25 U.S.C 415). secs. 16 and 17. Act_- 
of June ia  1934 (48 StaL 987, 25 U.S.C 476 
and 477). sec 102, Act of January 1.1970 (83 
StaL 42 U.S.C 4332); Act of December 22, * /
1982. Pub. L 97-382: Ad of August 11 .197B_
§ 225.1 Purpose and scope* '
(a) The regulations in this part 'govern
contracts for the development of Indian- 
owned oil and gas reserves. Subpart A- 
Minerals Agreements establishes the 
procedures for the approval of oil and 
gas mineral agreements entered into^ -C 
pursuant to the Indian Mineral -
Development Act of 1982 (Pub. L. 97- 
382). Subpart B-Oil and Gas Leases V  
contains regulations governing the 7 ’7 
procedures for the issuance of oil end * 
gas leases on tribal or alloted lands 
pursuant to the Act of May 11,1S38 (52 
Stat. 348; 24 U.S.C. 39B a) and the Act of 
March 3. 3999, as arflended (35 S tat 783, 
25JJ.S.C. 396), Subpart C General. V. 
contains miscellaneous provisions 7. V 
which apply to contracts for ojl and gas 
development under both Subparts A and 
B. These regulations are intended to 
insure that Indian owners desiring to 
have their oil and gas reserves. . - ~
developed receive, at least, fair market1 
value for the disposition of their mineral 
resources; to ensure at the same time 
that any adverse environmental or . 
cultural impact on Indians, resulting* 
from such development, is minimized; 
and to permit Indian oil and gas owners 
to enter into contracts which allow them 
more responsibility in overseeing and . 
greater flexibility in disposing of their
oil and gas reserves. -
(b) No regulations which become - 
effective after the approval of any ~~ 
contract shall operate to affect the term 
of the contract, rate of royalty, rental or 
acreage unless agreed to by all parties 
to the contract All former regulations 
governing the development of tribal and 
allotted lands for oil and gas \ /  /... 
-development purposes are superceded / -; 
by the regulations in this p a rt 7
|c) The~regulations in this part do n o t . 
apply to leasing and development 7̂ >7 
governed by the regulations in 25 CFR , . . 
Parts 213. 21*226. and 227.:.- *: I . / r  7' .
- (d) Whenever the masculine gender is -
used in these regulations, the text is to -  „ 
be construed to include the feminine." /  
gender where appropriate^.. 7.
§ 225.21 Definitions.
. As used in this Subpart: . 7* . v; .
(a) “Minerals Egreemenf’ means any 
joint venture, operating, production 
sharing, serv ice, managerial, lease, .* 
contract, or other agreement, or any 
amendment, supplement or other . * 
modification of such agreem ent: ^  ,* 
providing for the exploration for, o r \  T
extraction, processing or other .2
development of oil and gas, or providing >  ̂
for the sale or disposition ofproduclion.- * 
or product of oil and gas*. / '  *
(b) “Gas” means any fluid, either
combustible or noncombustible, which 
is extracted from a reservoir and which 
has neither independent shape nor * 
volume, but tends to expand. 7. * ‘ .
indeTinitely; a substance that exists Fn a ‘ 
gaseous or rarefied state under standard 
temperature and pressure conditions. 7 *
(c) “Oil” means any nongaseous •* . . 
hydrocarbon substance other than those . 
substances leasable as coal, oil shale, or 
gilsonite (including all vien-type solid 
hydrocarbons). Oil includes liquef.able 
hydrocarbon substances such as drip 
gasoline and other natural condensates 
recovered or recoverable in a liquid 
state from produced gas without 
resorting to a manufacturing process,
For royalty rate consideration in special"" 
tar sand areas, any hydrocarbon .  ̂ . r ‘
substance with a gas-free viscosity, at 
original reservoir temperature, greater * 
than 10,000 centipoise is termed tar .
‘sand.
§ 225.2 Information collection. [Reserved]
Subpart A—Minerals Agreements 
§225.20 Scope." 7^
§ 225.22 Authority to contract
(a) Any Indian tribe, subject to the
approval of the Secretary and any 
limitation or provision contained in its 
constitution or charter, may enler into a 
minerals agreement amendment V *' ~
supplement or other modification of.,
. such agreement providing for IheT^/V } - “ 
exploration for, or extraction,// T .* 
processing, or other development of, oil * 
and gas in which such Indian tribe owns  ̂
a beneficial or restricted interest o r - v  
providing for the sale or other ~ v / .  
disposition of the production of products-; 
of such oil and gas*, «• 7 : -r ._;:r r
(b) Any Indian owning a beneficial or 
restricted interest in mineral resources V  
may include such resources in a tribal .77 
mineral agreement subject to the 
concurrence of the parties and a finding . 
by the Secretary that such participation . 
i6 in die best interest of the Indian. •
The regulations in this Subpart govern 
the procedures for obtaining approval of 
minerals agreements for the exploration, 
development and sale of oil and gas , 
reserves on Indianlands under the 
Indian Mineral Development Act of 1982 
(Pub. L. 97-382). \ -
§ 225.23 Negotiation procedures.
(a) A tribe or individual Indian owner . 
that wishes to enter into a minerals, 
agreement may ask the Secretary for ' 
advice, assistance and information • „ 
during the negotiation, and such advice, j  
assistance and information shall be
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provided to the extent of available 
resources. * . ~
(b) No particularjbrm of agreement is 
prescribed. In preparing the agreement* 
consideration should be given to the ~ 
inclusion of the following provisions:* "
(1) A general statement identifying the
parties to the agreement, a description /J 
of the lands involved, and the purposes *“ 
of the agreement;' ' ; • -  ̂ '
(2) A statement setting forth the^ *;• 
duration of the agreement; -=̂  V::?  -
(3) Provisions setting forth the ~iT 
obligations of the contracting parties;'
(4) Provisions describing the methods
of disposition of production; * '  -V
(5) Provisions outlining the amount
and method of compensation to be paid 
the operator, r
(6) Provisions establishing The -
accounting procedures to be followed by 
the operator; ." :
(7) Provisions establishing the ”7 
operating and management procedures
to be followed; • ;
(8) Provisions establishing the 
operator’s rights of assignment, if any;
(9) Bond requirements;
(10) Insurance requirements;
(11) Provisions establishing audit 
procedures;
(12) Provisions setting forth _ 
arbitration procedures;
(13) A force majeure provision; and
(14) Provisions describing the rights of
the parties to terminate or suspend the 
agreement.and the procedures to be’ 
followed in the event of termination or 
suspension. 7
(c) In order to avoid delays in 
obtaining approval of e proposed 
agreement the tribe should confer with 
the Secretary prior to formally executing 
the agreement and seek his advice as to 
whether the agreement appears to meet 
the requirements of 5 255.24 or whether 
modifications, additions of corrections 
will be required in order to obtain 
Secretarial approval. • T
(d) The executed agreement, together 
with a copy of a tribal resolution . J  - 
authorizing tribal officers to enter into 
an agreement, should be forwarded to 
the Secretary for his approval. -
§225.24 Approval of agreements. _
(a) A minerals agreement submitted • 
for approval shall be approved or * 
disapproved within: (1) One hundred 
eighty days after submission, or (2) sixty” 
days after compliance, if required, with 
section 102(2)(C) of the National ’ - * • . 
Environmental Policy Act of 1969 (42 
U.S.C. 4332(2)(C)) or any other * _ . Tv 
requirement of Federal law, whichever
is later. V -- " ~ ~ •-
(b) ^approving or disapproving a 
minerals agreement, a determination * 
shal be made as to whether the
agreement is in the best interest of the 
Indian tribe or of any individual Indian 
who may be party to such agreement - 
and shall consider, among other things, 
the potential economic return to the 
tribe; the potential environmental, 
social, and cultural effects on the tribe; 
and provisions for resolving disputes * ‘ _ 
that may arise betwee'n the parties to j 
the agreement: Provided, That the 1 ; 
Secretary is not required to prepare any 
study regarding environmental, . ~ ~
socioeconomic, or cultural effect of the ' 
Implementation of a minerals agreement' 
apart from that which may be required 
under section 102(2)(C) of the National 
Environmental Policy Act of 1969 (42 
U.S.C. 4332(2)(CJ. ^  C V*- 1. '
(c) At least thirty days prior to formal 
approval or disapproval of any minerals 
agreement, the affected tribe shall be 
provided with written findings forming ' 
the basis of the Secretary’s intent to , '  - 
approve or disapprove such agreement 
by certified mail. The written findings 
shall include an environmental . -  
assessment which meets the 
requirements of § 225.50. The Secretary 
may include in the written findings 
recommendations for changes to the 
agreement to qualify it for approval. The - 
30-day period shall commence to run as 
of the date the notice is received by the 
tribe. Notwithstanding any other law, \-  
such findings and all projections, 
studies, data or other information (other 
than the environmental assessment 
required by § 225.50) possessed by the 
Department of the Interior regarding the 
terms and conditions of the minerals 
agreement, the financial return to the 
Indian parties thereto, or the extent, 
nature, value or disposition of the Indian 
mineral resources, or the production, 
products or proceeds thereof, shall be 
held by the Department of the Interior as_ 
privileged and proprietary information
of the affected Indian or Indian tribe.
The lifter containing the written 
findings should be headed with: :
Privileged Proprietary Information of 
the (name of tribe or Indians).
(d) A minerals agreement shall be
‘ approved by the Secretary if he . : -
determines that the following conditions # 
are met:
(1) The minerals agreement provides a 
fair and reasonable remuneration, to the
Indian mineral owner; ' --t tT"
; - (2) The minerals agreement does not 
have adverse cultural, social, or ' ‘
environmental impact on the Indian" 
lands and community affected sufficient 
to outweigh its benefits to the Indian . 
mineral owner;
(3) The minerals agreement complies 
with the requirements of this part, all 
other applicable regulations, the 
provisions of applicable Federal law.
and applicable tribal law where not 
inconsistent with Federal law.'
(e) The determinations required by 
paragraphs (b) and (d) of this section 
shall be based on the written findings * 
required by paragraph (c) of this section.
(f) "Fair and reasonable . '.  ^
remuneration” within the meaning of. 
paragraph (d)(1) of this section means a 
return on the Indian-owned mineral:
- (1) Not less than that received by non- 
Indian mineral owners in coiTiparable 
contemporary contractual arrangements 
for the development of similar oil and^ 
gas resources, _ 1 .•
(2) Not less than that received by the
Federal Government in comparable 
contractual arrangements for the * - -1 ' 
development of similar oil and gas 
resources, and .. : _ * 2." - : - ‘
(3) Not less than the minimum rental " 
and royalty payments~which would be 
applicable to similar oil and gas 
resources were they Federally-owned.
(g) If a representative of the Secretary 
to whom authority to review proposed
-minerals egreements has been delegated 
determines that a proposed agreement 
should not be approved, he shall prepare 
a written statement of the reasons why 
the agreement should not be approved 
and forward this statement, together 
- with the agreement, the written findings 
required by paragraph (d) of this 
section, and all other pertinent 
documents, to the Assistant Secretary— 
Indian Affairs for his decision.
(h) The Assistant Secretary—Indian 
Affairs shall review any agreement _ 
referred to him containing a ‘ 
recommendation that it bq disapproved 
and make the final decision for the . . 
Department " ~ V* > J  J f..- >. ..
Subpart B— Oil and Gas Leases . \ .
■■■■ -■ '  ' . ‘.“’’■-■•■-•j.-’' *
§ 225.30 Scope. ..
The regulations in this subpart set 
forth the procedures to be followed 
where a tribe or individual Indian /  
mineral owner elects to enter into an oil 
and gas lease through competitive 
bidding pursuant to the Act of May 11, 
1938 (25 U.S.C. 396a) which governs the 
leasing of tribal lands or the Act of 
March 3,1906 (25 U.S.C. 396) which 
governs competitive leasing of allotted 
lands. A lease may be entered into 
^through competitive bidding under the 
’* procedures* in this subpart, or by 
negotiation under the procedures in 
Subpart A. or through a combination of 
both competitive bidding and 
negotiation. " • ' .
§ 225.31 Procedures for awarding teases.
(a) Competitive oil and gas leases by 
tribal oil and gas owmers shall be
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entered into in accordance with the 
procedures of paragraph (c) of this 
section. However, if no satisfactory bid 
is received, or If the accepted bidder 
fails to complete thelease, or if the • . 
Secretary determines that it Is not in the 
best interest of the Indian oil and gas .  ̂
owner to accept the highest bid, the - 
Secretary may readvertise the lease for 
sale, subject to the consent of the Indian 
oil and gas owner or the lease m iy be 
let through private negotiations.
(b) Indian oil and gas owners may.
also request the Secretary to prepare, 
advertise, negotiate, and/or award an 
oil and gas lease on their behalf. If so . : 
requested, the Secretary sballundertake 
such responsibility in accordance with 
the procedures of paragraph (c) of this 
section and, where applicable, the /- 
provisions of paragraph [a] of th is ; *
section- If requested by a potential 
prospector or operator interested in • 
acquiring rights to Indian-owned oil and 
gas. the Secretary shall promptly notify 
the Indian oil and gas owner thereof, - * ' \ 
and advise the owner in writing of the . 
alternatives open to him, and that he" 
may decline to permit any oil and gas : 
exploration or production.
(c) \Vh en the Secretary exercises his . * 
authority to enter into leases on behalf . 
of individual Indian oil and gas owners
or when he has been requested by the 
Indian cil and gas owner under 
paragraph (b) of this section to assume 
the responsibility of awarding the 
contract, he shall offer a lease to the 
highest responsible qualified bidder 
subject to the following procedures, 
unless he determines in accordance with 
paragraph (d) of this section that the 
highest return can be obtained on the oil 
and gashy other methods of contracting 
(such as negotiation): r . J
. (1) Leases shall be advertised for a  * _ 
bonus consideration under sealed bid, 
oral auction, or a combination of both* "" 
and a notice of such advertisement shall 
be published at least 30 days in advance 
of sale or such longer time as is 
necessary lo achieve optimum . * '
competition. 1 ; v
(2) The advertisement shall specify 
any terms requested by the Indian oiT -  
and gas owner and may. where -/ 
sufficient information exists, and afte r/ 
consultation with lie Authorized . . r
Officer, permit bidders lo compete on^ 
such terms as rental and royalty rates as 
w?ell as upon bonus payment and it 
shall provide that the Secretary reserves * 
the right to reject any or all bids, and 
thut acceplance of the lease bid by or on 
behalf of the Indian oil and gas owner is 
required. The complete text of the 
advertisement must be published in a t 
least one local newspaper, and such _ 
notice must include, in addition to
aforementioned terms, the description of 
specific tracts lo be offered. -  > .
(3) Each hid must be accompanied by 
a cashier's check, certified check, or 
postal money order or any combination 
thereof, payable to the payee designated 
in the advertisement, in an amount not' 
less than 25 percent of the bonus bid,- 
which will be returned if that bid is v 
unsuccessful;
(4) If no bid is received which meets' 
the crit eria of paragraph (a) of this 
section or if (he successful bidder fails 
to complete thelease, or if the Indian oil 
and gas owner refuses to accept the 
highest bid, the Secretary may - 
readvertise the lease, or if deemed ’ . 
advisable, and in accordance with * /  
"paragraph (b) of Ibis section, he may . 
attempt to award a lease by private, 
negotiations, provided that he shall not 
award a lease by private negotiations 
without Ihe written concurrence of the * 
oil and gas owner unless he is exercising 
his authority under 5 225.46 of this p a r t .
(5) A successful bidder must, within _
30 days after notifeation of the bid - . / ■  
awards remit to the Secretary the 
balance of the bonus, the first year's 
rental, not less than a $25 filing fee. his 
share of the advertising costs, and fil$. 
with the Secretary all required bonds.
The successful bidder shall also file the 
lease in completed form at that time. /  
However, for good and explicit reasons 
the Secretary may grant an extension of 
time of up to 30 days for filing of the 
lease. Failure on the part of the bidder to 
comply with the foregoing will result „ 
either in forfeiture of the required 
payment of 25 percent of any bonus bid 
for the use and benefit of the Indian oil 
and gas owner, or, at the Indian nil and 
gas owner's option, readvertisement of 
the forfeited lease with the defaulting /  - 
bidder required to pay any difference 
between his bid and the high bid 7  V - -
received at the subsequent salef plu8 the7 
cost of the advertising for such «T ., 
subsequent sale. The readvertisement: . 
option must be/reflected in the original. 
advertisement to be effective. - Z£ ,,
: (d) When the Indian oil and gas owner
’ has requested the Secretary to offer as ■ - •: 
"lease to the highest responsible qualified 
bidder in accordance wifh paragraph [c) 
of this section, the Secretary shall ; .*•. 
advise the Indian oil and gas owner of _  
the results of (he bidding, and shall not ; 
award the lease contract to any bidder 
until the consent of the Indian oil and — 
gas owner has been obtained.
§225.32 Duration of leases. * -
(a) No oil and gas lease with an - 
Indian oil and gas owner shall exceed a 
term of ten years or as long thereafter as 
oil and gas are produced in paying - 
quantities. .-V -
(b) Where an oil and gas lease "... *
specifies a term of years and “as long ~ 
thereafter as oil and gas are produced In' 
paying quantities" or siroHar phrase, the * 
term "paying quantities" shall mean: .
That quantity of recovered oil and gas - 
which produced during the fiscal year of • . 
the contract, a profit to the operator;/.; p** 
over-and above the total cost of >7.* - '/ 
extraction (exclusive of exploration), : * ? 
processing, and handling to the point of 
sale; all rents and royalties (exclusive of - 
overriding royalties and production • 
payments) paid under the contract; all 7 - 
salaries and expenses directly related to. . 
such extraction, processing, and - ~ *.
handling; all taxes Incident thereto,' 
except tribal severance taxes; all//% 
depreciation on salvageable production 
equipment all administrative expenses/"
. attributable lo the operation; any other >-t 
expenses so attributable, such as _ .«• - -v 
business licenses, repair of equipment, * . 
and transportation. 7 ■ % •;
(c) In order to continue production In ' ’
paying quantities beyond the primary 
term of a lease, the operator must not - 
suspend oil and gas operatons at any ,  
time for a period of 30 days or more ' 
without the prior express w ritten.. “ •/'_
approval of the Secretary unless/. . 7 / ’- 
production is impossible as a resujt of
an act of God or some other cause 
dearly beyond the operator's controL
(d) At the expiration of the primary 
term of the oil and gas lease and at the 
end of each fiscal year thereafter until, 
expiration of thelease, the operator * 
shall present sufficiently detailed 
written evidence to the Indian oil and
gas owner and the Secretary' to /* .* 
demonstrate that oil and gas are being • 
produced in paying quantities.
_ £e) Where an oil and gas agreement - . 
provides for a primary term of less than * 
ten years and authorizes the lessee lb „ 
commence drilling with a rig designed to , 
go to the total proposed depth provided ,
’ such drilling commences by midnight on 
the last day of the primary term of the 
lease and die lessee continues drilling _• 
with reasonable diligence until 
completed to production or abandoned, /* 
the lease shall continue and be in force^ 
with like effect as if a well had"beenV*ri ~ 
completed within the primary term of 
said lease.- . . _ 1 - - //* 7 .
§ 225.33 Rentals; minimum royalty; ^ „
# production royalty on leases. - . * . / <
(a) An oil or gas lessee shall pay, in  ̂
advance, beginning with the effective 
date of the lease, an annual rental of • 
such rate authorized by the Secretary. . : 
This rental shall not be credited on 
production royalty or prorated or *r /  ; 
refunded because of surrender or - 
cancellation or for any other reason. V
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(b) If the royalty on production paid 
during any year aggregates less than 
$2.50 per acre, the lessee must pay the 
difference at the end of the lease year.
On communitized and unitized leases, 
the minimum royalty shall be payable 
only on participating acreage.
(c) Unless otherwise authorized by the 
Secretary, a royalty of not less than 16%" 
percent shall be paid on the value of allx 
oil and gas, and products extracted* *_ *-* 
therefrom from the land leased.  ̂\V  s
(d) During the period of supervision, v
“value” for the purpose of the lease ' *•
may, in the discretion of the Secretary, 
be calculated on the basis of the highest 
price paid or offered (whether ‘ “
calculated on the basis of short or actual
'volume) at the time of production for the 
major portion of the oil of the same 
gravity, gas, and/or natural gasoline,' 
and/or all other hydrocarbon 
substances produced and sold from the 
field where the leased lands are 
situated, and.the actual volume of the 
marketable product less the content of 
foreign substances as determined by the 
Authorized Officer. The actual amount 
realized by the lessee from the sale of 
said products may, in the discretion of 
the Secretary, be deemed mere evidence 
of o f  conclusive evidence of such value.
(e) If the leased premises produce gas 
in excess of the lessee's requirements 
for the development and operation of 
said premises, gas, shall, if requested by 
the lessor, be furnished by the lessee to 
the Indian mineral owner. Such gas 
furnished shall be received by the 
Indian mineral owner and title shall 
pass at the wellhead or at the alternate* 
point of transfer designated by the 
lessee and the Indian mineral owner
- shall pay a price therefore equal to the 
current wellhead price, less royalty, or if 
gas is not being sold, the price to be paid 
/  by the Indian mineral owner shall equal 
the highest price that could be obtained 
from another gas purchase, less royalty.
In addition to the above payments, the 
Indian mineral owner shall pay for the * ~ 
gas transfer installation and a .. ,v. . " 
reasonable fee to the lessee for meter" 
maintenance, gas volume determination, 
accounting and other operational costs 
incurred as a result of any such '
• purchase by the Indian mineral owner. 
The acquisition and use of any such gas 
purchased by the Indian mineral owner 
shall be at the Indian mineral owner’s 
sole risk at all times. Provided\ that this 
requirement shall be subject to the v 
determination by the Superintendent 
that gas in sufficient quantities is 
available above that needed for lease " 
operation and that waste would not 
result. Gas furnished to the Indian 
mineral owner under this section may
be terminated only with the approval of 
the Superintendent - .
§ 225.34 Contracts for subsurface storage 
of oH and gas. . . — . j
(a) The Secretary may approve,. 
subject to obtaining the prior consent of 
the Indian mineral owners, storage 
contracts or modifications, amendments 
or extensions of oil and ga9 leases or 
other contracts, on tribal lands subjects_ 
to lease of contract under the Act of 
May 11,1938 (52 Stat. 347; 25 U.S.C. " V  *.
. 396a), and on allotted lands subject to 
lease or contract under the Act of March_ 
3.1909 (35 Stat. 783; 25 U.S.C. 396), to 
provide for subsurface storage of oil or 
gas, irrespective of the lands from which 
production is initially obtained. The ;~ 
storage contract or modification, 
amendment, orextension, shall provide 
for the payment of such storage fee or 
rental, or in lieu thereof, for a royalty or 
.percentage payment other than that " 
prescribed if the oil and gas is produced* 
in conjunction with oil or gas not . . - • 
previously produced. x
(b) The Secretary may approve, • 
subject to obtaining the prior consent of 
the Indian mineral owners, a provision
.in an oil and ges contract, under which 
storage of oil and gas is authorized for 
continuance of the contract at least for 
the period of such storage use and so - ’ 
long thereafter as oil or gas not 
previously produced is produced in* . ’ 
paying quantities. ' ■ _ :
(c) Applications for subsurface 
storage of oil or gas shall be filed in 
triplicate with the Authorized Officer 
and shall disclose the ownership of the 
lands involved, the parties in interest, .
r the storage fee, rental, or royalty offered 
to be paid for such storage, and all . .. 
essential information showing the ‘ - .y  
necessity for such project . *:-
Subpart C—General . .v
5 225.40 Scope. ' ‘ • T
This subpart sets forth general 
requirements which are applicable to 
any contract for the development of 
Indian oil and gas resources entered into 
pursuant to this p art y
5 225.41 Authority and responsibility of 
Authorized Officer. f -
The Authorized Officer shall approve, 
supervise, and direct operations under 
oil and gas contracts governed by the 
regulations of this part; to furnish to the 
Secretary and the Indian oil and gas 
owner scientific and technical 
information and advice; and to ascertain 
and record the amount of production. He_ 
shall also be responsible for reviewing 
and reporting to the Secretary' his
recommendations concerning any 
proposed oil and gas agreement ‘
{ 225.42 Authority and responsibility of 
the Minerals Management Service (MMS).
The MMS, upon establishment of 
proper procedures, shall collect and 
record rentals, royalties, and other 
payments due under any contract 
entered into under the regulations in this 
part These regulations include the ' 
auditing of lessee documents, reports, 
and payments; the disbursement of 
revenues collected; the development and 
distribution of royalty and rental 
regulations and guidelines; and the „ 
obtaining of lessee sales contracts and 
agreements and other royalty records, 
when requested, in order to audit . * 
product values, and processing and 
transportation allowances. . . .
§ 225.43 Definitions. * - _ .
(a) “Secretary” means the Secretary of 
the Interior or his authorized 
representative.
(b) “Assistant Secretary—Indian 
Affairs” means the Assistant 
Secretary—Indian Affairs.
(c) “Superintendent” means the 
Bureau Agency Superintendent or his 
authorized representative having 
immediate jurisdicton over the oil and 
gas reserves covered by a contract 
under this part, except at the Navajo 
Area Office where it shall mean the 
Bureau Area Director or his authorized 
representative.
(d) “Bureau” means the Bureau of 
Indian Affairs.
(e) “Authorized Officer” means any 
person authorized by law or by lawful
-delegation of authority in the Bureau of 
Land Management to perform the duties 
described. ^ " ' _
(f) “Minerals Mangement Service
(MMS) Official” means any person 
-authorized by law or by lawful 
delegation of authority in the Minerals 
Management Service to perform the 
duties described. \  -
(g) “Indian mineral owner” means:
(1) Any individual Indian or Alaska 
Native who owns land orinterests in 
land the title to which is held in trust by 
the United States or is subject to a 
-restriction against alienation imposed 
by the United States; .
(2) Any Indian tribe, band, nation, 
pueblo, community, rancheria, colony, or * 
other group which owfns land or 
interests in land the title to which is 
held in trust by the United States or is 
subject to a restriction against 
alienation imposed by the United States.
(h) “Oil” means any nongaseous 
hydrocarbon substance other than those 
substances leasable as coal, oil shale, or
339&0 Federal Register /  48, No. 134 /  Tuesday. July 12, 19S3^P^roposed Rules
gilsonite (including all vein-type solid 
h\ drocerbons). Oil includes liquefiable 
hydrocarbon substances such es drip • 
gasoline and other natural condensates 
recovered or recoverable In a liquid 
state from produced gas without -r 
resorting to a manufacturing process.
For royalty rate consideration In special 
sand areas, any hydrocarbon substance 
with a gas-free viscosity, at original 
reservoir temperature, greater than .
10,(XX) centipoise is termed tar sand.
(i) "Gas” means any fluid, either 
combustible or non combustible, which .
'is extracted from a'resenior and which 
has neither independent shape nor 
volume, but tends to expand •. _ 
indefinitely, a substance that exists in a 
gaseous or rarefied state UDder standard . 
temperature and pressure conditions.' ’
(j) “Operator^ means a person, 
proprietorship, partnership, corporation, 
or ether business association which has 
made application for. is negotiating with 
an Indian oil and gas owner with 
respect to, or has entered Into an oil and 
gas contract.'
(k) “Contract'* means any Ic ase or
minerals agreement. ; _
* 225.44 Approve!-of amendments to ' . 
contracts. ; . - - .
(a) An amendment modification or' 
supplement to a contract entered into ~ 
pursuant to the regulations in this Part 
must l.-e approved by the Secretary. The 
Secretary may approve an amendment, 
modification, or supplement if be 
determines that the contract as . 
modified, meets.tfce criteria fur approval 
set forth in § 225.22 or § 255-31.
(b) -An amendment to or modifications 
of a contract for the prospecting for or 
mining of Indian-owned minerals, which” 
was approved prior to the effective d a te^  
of these regulations, shall be approved _: 
by the Secretary if the entire lease meets., 
the criteria set forth In § 225.22 or
§ 225.31 of this part When appropriate, - : 
the Secretary’ shall prepare & written .:  . 
economic assessment of the amendment 
or modification pursuant to paragraph . o 
(a) of § 225.49 of this part and an • 
environmental and cultural assessment ~ 
pursuant to § 225-50 of this t i t l e s -
(c) The exerdse of options to lease for. . 
the mining of Indian oil and gas, which*.,- 
options were no} exercised prior.to the r- 
effective date of these regulations, shall.... 
be approved by the Secretary pursuant ’ 
to § 225-31 of this part if the lease meets 
the conditions of that section.
t 225.45 Geological and geophysical 
permits. t . - - w
ja) Permits to conduct geological and_  
geophysical operations on Indian lands ’ 
which are not included in an oil and gas 
contract entered into pursuant to this
Part may be approved by the Secretary 
under the following conditions: * r
(1) The permit must describe the area  ̂
to be explored and must state the : 
duration of the permit and th e . - ;  ̂
consideration to be paid the Indian 
mineral owner. : ‘ * **.
(2} The permit will not grant the ~ ' A ’ 
permittee any optionor preference J* ' ~~ 
rights to a lease or other development 
contract or authorize the production o r :: ' 
removal of oil and gas; X - -~i\ .*•* ' -
(3) (i) The permittee shall pay Tor all
damages to growing crops, any - * * ”* /• ’ * 
improvements on the lands, and all 
other surface damages as m aybe ' ' 
occasioned by operations! ’>  /  - 
Commencement money shall be a credit 
toward the settlement of the total s  .*?-•* 
damages occasioned by the drilling and - 
completion of the w ell for which il was - 
paid. Such damages shall be paid to the _ 
owner of the surface and by him 
apportioned among the parties 
interested In the surface, whether as r - 
owner, surface lessee, or otherwise, as  ̂
the -parties may mutually agree or as 
their interests may appear. If a lessee or 
his authorized representative and 
surface owner are unable to agree 
concerning damages, the same shall be -  
determined by arbitration. Nothing /  cr - 
herein contained shall be construed to 
deny any party the right to file an action 
in a court of competent jurisdiction if he • 
is dissatisfied with the amount of the . -
award. . • “ >
(iij Surface owners shall notify their - 
lessees or tenants of the regulations in 
this pari and of the necessary procedure 
to follow in all cases of alleged 
damages. If so authorizedjn writing, 
surface lessees or tenants may represent 
the surface o w n e r s . ; /_ ;/  -
(iii) In settlement of damages on 7 •- , 
restricted land all sums due and payable, 
shall be paid to the Superintendent for 
credit to the account of the Indian - '  . 
entitled thereto. The Superintendent will _ 
make the apportionment between the 
Indian landowner or owners and surface 
Lessee of record. ' - - - j. •A.-/' *>-
4. [\v) Any person claiming an Interest in . 
any leased tract or in damages thereto, ^7
must furnish to the Superintendent a .*/_
■„ statement in writing showing said .7 
claimed interest Failure to famish such - 
statement shall constitute a waiver of .. 
'notice and bar said person from ’ - v* O.-. 
claiming any part of such damages after 
the same shall have been disbursed."''
(4) A copy of aU data collected _
pursuant to operations conducted under 
the permit shall be Forwarded to the;; _ 
Secretary and to the Indian mineral 
owner when so provided in the permit 
Data collected under a permit shall be.*
_ held by the Secretary as privileged and 
proprietaiy Information until such time
as thepermil has expired, or as ; . .  \
otherwise provided for in the permit.7
(5) The permittee will be required to
obtain the right of ingress or egress from; . 
the surface ow ner/ - .1 /* * .. ’
(6) A permit may be granted by the' . 
Secretary without the consent of the * 
indi\idual Indian owners i t  7a w -; /T>7
(i) Theland Is owned by more than % -
one person, and the owners of a : ' 7. _» 
majority’ of the interests therein consent 1 * 
to the p e r m i t ; *'... 7 j AA7 :; ‘
(ii) The whereabouts of the owner o f* . ’■ 
the land or an interest therein is ....1 
unknown, ancTthe owner or owners of 7- 
any interests therein is unknown, and . .» 
the owner or owners of any interests 5. * :7- 
therein whose whereabouts is known, or. ~ 
a majority thereof, consent Jo the permit 7-
(in) the heirs or devisees of a7~ ^ v * . r. I 
deceased owner of theland or a n ^ . l  f;* . 
interest therein have polbeem" -77 7 ../ .  "1 * 
determined, and the Secretary finds that 
Ihe permit activity wiU cause no .71 
'substantial injury to the land or any :/7 
owner thereof, or. .- I  ”717 1"r,/-7;7/v. 1.. •*.-
(iv) The owners of interests in the” f* - V 
land are so numerous that theSecrelary - 
finds it would be practicable to obtain 
their consent and also finds that the ~7 
permit activity will cause no substantial J 
injury to the land or any owner thereof. /
(b) A permit to conduct geological and
geophysical operations on Indian lands . 
included in an oil and gas contract 
entered into pursuant to this Part will 
not be required of the operator in the 
absence of previsions in the contract „ 
requiring that a permit be obtained. If a 
permit is to be required, the contract 
shell state the procedures for obtaining 
approval of the permit - /  . , 7
(c) For the purposes of these' ̂  - 7 7
regulations a "geological and .. 7 4 .
geophysical permif* means a written "1 . .' 
authorization from the Indian mineral 
owner to conduct on-site surveys to ..7 77- 
locate pH and gas deposits on the lands 
included in the permit by mechanical / -  
electronic or other menas.' -v7 /■: r * - 7. *
§ 225.48 Removal of restrictions,
. (a) Notwithstanding the provisions of *7 
any oU and gas contract to the contraiy.fij 
the removal of all restrictions against V *  
alienation shall operate .to divast the 
Secretary of all supervisory-authority - 7  
and responsibility’ with respect to the .7. 
contract-'Thereafter, all payments 7* -4.
^required to be made under the contract 7 - 
shall be made directly to the oil and gas ; 
ownerfs). ; 7 / . /  ' ;7 "7 -1 77.
(b) In the event restrictions are 
remov-ed from a part of theland 1 x. . • 
included in any contracted to which this _ 
part applies; the entire contract shall - 
continue subject to the supervision of /  • 
the Secretary nntil such time as
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holder of the contract and \he • 7 
unrestricted oil and gas owmer shall 
furnish to him satisfactory evidence that 
adequate arrangements have been made 
to account for the ofl and gas upon the 
restricted land separately from that 
upon the unrestricted. Thereafter, the . 
unrestricted portion shall be relieved 
from supervision of the Secretary, and 
the restricted portion shall continue 
subject to such supervision as is p'- 
provided by the Secretary, contract, the 
regulations of this part, and all other - * 
applicablejaws and regulations. '
(c) Should restrictions be removed 
from only part of the acreage covered by 
a contract agreement which provides 
that payments to the oil and g2s owners 
shall thereafter be paid to each owner in' 
the proportion which his acreage bears 
to the entire acreage covered by the 
contract the operator on any ! ' ; *.
unrestricted portion shall continue to be 
required to make the reports required by 
the regulations in this part with respect 
to the beginning of dhllmg operations, 
completion of ar.d productions the
same as if no rei frictions had been 
removed. In the event the unrestricted 
portion of the ccr.lraclef premises Is 
producing, the operator will also be 
required to pay the portion of the 
royalties or ether revenue due the 
Indian oil and gas owner at the time and 
in the manner specified by the 
regulations in this part - §
§ 225.47 Oil ar.d cgs contracts cf — . - 
undivided Inherited lands. - -
(a) The Secretary may execute ci? and 
gas contracts In behalf cf unknown 
owners of future contingent interests 
and oh behalf cf miners without legal 
guardian, end on behalf of persons who 
are legally Incompetent - -
(bj If the allottee Is deceased and the 
heirs to or devisees of any interest in the 
allotment hav® not been determined, 
some or al! of them cannot be located, 
contracts for the development of such 
interests may be executed by the 
Secretary, provided that such Interests 
have been offered for sale under 
provision of § 225.31. . -t - r
(c) If the heirs include a life tenantri ' 
the contract mest be accompanied by ah 
'agreement between such life tenant and 
the remaldermen providing Tor the_ 
division of the rents and royalties 
. subject to approval of the Secretary. - - 
(cfj The Secretary may approve a  ̂ . 
contract where less than 100 percent of 
the undivided mineral Interest is 
committed to the Tease and the 
Secretary has determined it to be In the 
best Inrerest of the Indian mineral 
owners, provided that: ~ ~ u •;
(1) 51 percent or more of the . . #
undivided mineral interest is committed 
to the lease;- ~ :
*- (2) The operator is required to submit 
a certified statement containing 
evidence of the Indian mineral owner's 
refusal to consent to the lease; ' '
(3) The operator is required to submit 
and obtain the approval of the 
" Secretary, a plan describing how the 
operator will account to the non- 1 £
consenting mineral interest owners for 
, all income attributable to their • T ‘ 
undivided interest
: [4) Non-consenting mineral owners
receive a certified written notice that the 
Bureau proposes to approve a contract 
affecting their undivided interest'
> without their consent withm ten days ~ 
from receipt of the notice..
(e)The Secretary shall provide alT _
' non-consenting mineral owners with a _ 
certified wTitten notice that he has " i 
approved a contract affecting their " 
undivided interest without their consent.
§ 225.48 Persc-s signing in a 
reprs sertsiive cap = c2y.
(a) The signing in a representative^ 
capacity and delivery' of bids, geological 
and geophysical permits oil and gas 
mineral agreements or assignments, 
bonds, cr other instruments required by 
these’regualMons constitute certification 
that the Individual signing {except a 
surety agent), is authorized to act in 
such capacity. An agent for a surety
- shall furnish asatis factory power of 
attorney. V ’.’ \  ‘ ■
(b) A corporation proposing to acquire 
an interest in a permit or a contracted 
real property' interest in Indian-owned 
oil and gas shall file with the Instrument 
a statement showing:
. f [1) The state in which the corporation 
Is incorporated, and that the corporation 
is authorized to hold such interests in . 
 ̂ the state where the land described in the 
instrument is situated; 7-
(2) That it has power to conduct all
. business and operations as described in 
the instrument; and
(3) Such other information as the 
Secretary may require in the exercise of 
his trust responsibility to the Indian oil
. and gas owner, -
(c) The Secretary may. either before
_ ' or after the approval or a permit, *
1* mineral contract, assignment, or bond,
‘ call for any additional Information * 
necessary' to carry out the regulations in 
this part, other applicable law's and 
regulations and his trust responsibility 
to the Indian oil and gas owner. Failure 
to furnish the requested information will 
be deemed sufficient cause for 
disapproval or cancellation of the 
instrument, whichever Is appropriate.
225.49 Economic assessments,
(а) An economic assessment where
required shall include the following 
findings to the extent of their 
applicability to oil and gas exploration 
and production: *
(1) Whether there are assurances in
the oil and gas contact that oil and gas - 
operations will be conducted with 
appropriate diligence: - I
(2) Whether the production royalties
or other form of return on oil and gas is 
adequate; -.. _
’ (3) If a method of contracting other 
than the competitive bid procedure is 
used, whether that method clearly 
provided the Indian oil and gas owner 
with a^greater share of the return on the 
proddetion of his oil and gas than he. r 
"-‘might otherwise obtain through '* r 
competitive bidding; .. -y ■ ; ,
(4) Whether provisions for resolving 
disputes that may arise between the 
parties to the agreement are adequate;
(5) Whether provisions for the training 
and preferential employment of the local 
Indian labor force are adequate; and
(б) Whether the configuration of the * 
area to be developed [the oil and gas 
tract) is contained in a reasonable 
compact body and the acreage leased 
does not exceed that necessary' to 




(a) An environmental assessment
shall be prepared In accordance with 
regulations promulgated by the Council 
of Environmental Quality, 40 CFR 1508.9, 
and the Environmental Quality 
Handbook, 30 BIAM Supplement 1.
When it is recognized prior to the 
preparation of the assessment that a ~ 
complete environmental Impact 
statement needs to be prepared prior to 
approval of the contract, preparation of 
that environmental impact statement 
may be regarded as satisfying the 
requirements of this section. Prior to 
contract approval the environmental 
assessment shall be made specifically 
available to the Indian oil and gas 
owner and to the governing body of the 
local Indian tribe, and shaft also be 
made available for public review at the 
Bureau office haring jurisdiction over 
the proposed contract. * "; • * * ~ .
7 (b) In order to make a determination 
of the effect of the contract oa 
prehistoric, historic, architectural, 
archeological, cultural, and scientific 
resources, in compliance with the ‘ 
National Historic Preservation Act, 16 
U.S.C. 470 et seq.. Executive Order 11593 
(May 1971], and regulations promulgated 
thereunder, 36 CFR Parts 60-63, ad 60,63*
51292 Federal Register /  Vol. 48, No. 134 /  Tuesday, July 12, 1983 /  Proposed Rules
and 8DO. and the Archeological and 
Historic Preservation Act, 16 U.S.C. 469a 
e! seg., the Secretary shall, prior to ~ 
approval of a contract perform surveys ' 
or cause surv eys to be performed of the 
cultural resources so as to evaluate and • 
make a determination of the effect of the 
exploration and mining activities on 
properties which are listed in the ' _* 
National Register of Historic Places, 16 
U.S.C. 470a, or are eligible for listing in  ̂
the National Register. If the survey's 
indicate that properties listed in or ‘ 
eligible for listing in the National .*•/-: - 
Register will be affected, the Secretary _ 
shall seek the comments of the Advisory 
Council of Historic Preservation 
pursuant to 36 CFR Part 800. If the 
mineral development will have an -
adverse effect on such properties, the • 
Secretary shall ensure that the - '  ;*
properties will either be avoided, the ' 
effects mit;gated or the data describing 
the Historic property'preserved. ~ *
as he may designate and shall be made 
at such time as provided in the • ’ 
advertisement, permit, or minerals 
agreement. ; * ; !
§225.51 B onds.,' : '* .
' fa} The secretary may require a 
geological or geophysical permittee to 
furnish a surety bond in such amount as 
he deems appropriate. * ' . ■ •
(b) Before beginning drilling-^ 
operations, the operator shall furnish a 
bond in an Amount to be determined by _ 
the Authorized Officer and the 
Secretary, but in no event less than
S3 0.030. -
(c) In lieu of the drilling bond required 
under paragraph (b) of this section, the 
operator may Hie on bond for S50.000 for 
ell oil end gas contracts in any one 
state, or such lesser jurisdiction, as 
determined by the Secretary*, including 
contacts on that part of an Indian 
reservation extendinglnto states 
contiguous thereto, to which the -  \  * * 
operator may become a party. The to ta l- 
acreage covered by such bond shall not . 
exceed 10.240 acres. -
(d) In lieu of the bonds required under 
paragraphs (a), (b}, and (c) of this 
section, an operator or permittee may . 
file with the Secretary a bond in the sum 
of Si50,000 for full nationwide coverage 
for all contracts and permits without *. 
geographic or acreage limitations.
(e) Bonds shall be by corporate surety
bonds. ■ - _  . ; '  .
(f) The right is specifically reserved to : 
the Secretary to increase or decrease the 
amount of bonds in his discretion.
(g) In lieu of a bond required by this 
section, an irrevocable bank letter of 
credit may be submitted for the same . 
amount as a bond.
§ 225.52 Manner of Payments.* : - - *
Unless otherwise provided in an - 
approved contract all payments shall be . 
paid to the Secretary* or such other party
§ 225.53 Assignments and overriding '
royalties. T
(a) Assignments. Mineral contracts or 
any interest therein, may be assigned or 
Transferred only with the approval of the 
Secretary. Assignments may also be 
made only with the approval of the 7 
Indian mineral owner if such approval is- 
required in the contract. The assignee, 
must be qualified to hold such contract * ~ 
under existing rules and regulations and 
shall furnish a satisfactory' bond “ -  
conditioned on the faithful performance . 
of the covenants and conditions thereof. 
An operator must assign either his entire 
interest in a contracted area or a legal 
subdivision (which may be a separate . . 
horizon} thereof, or an undivided ^  
interest in the whole lease or contracted 
area '.Provided, that when an assignment 
covers only a legal subdivision of a 
contract area or covers interests in ^ . - - 
separate horizons such assignment shall 
be subject to both the consent of the “ . 
Secretary’and the Indian oil and gas * 
owner. If a contract area is divided by. - 
the assignment of an entire interest in r - 
any part, each part shall be considered a 
separate contract, and the assignee shall _ 
be bound to comply' with all terms and 
conditions of the original contract. A 
fully executed copy of the assignment 
shall be filed with the Secretary within 
30 days after the date of the execution 
by* all parties.
fbj Overriding royalty. Agreements 
creating overriding royalties or 
payrments out of production shall not be . 
considered as an assignment 
Agreements creating overriding - 
royalties or payments out of production 
: are hereby authorized and the approval  ̂
of the Department of the Interior of any 
agency thereof shall not be required ”■ 
with respect thereto, but such - 1 ’ •*. \  
agreements shall be subject To the' * 
condition that nothing in any such 7 . 
agreement shall be construed a s^ ' • 
modifying any of the obligations of the ~ J 
operator with the Indian oil and gas *; ;
ownerjmder his contract and the 
regulations in this part, including .* ^ ~ ’ 
requirements for Departmental approval 
before abandonment. All such : "
obligations are to remain in full force 
and effect, the same as if free of any ^ 
such royalties or payments. 3Tite~ - . 
existence of agreements creating 
overriding royalties or p2y*ments out of. 
production need not be filed with the 
Secretary* unless incorporated In : ’ ‘
assignments or instruments required to 1 
be filed pursuant to paragraph (a) of this 
section. An agreement creating
overriding royalties or payments out of 
production shall be suspended when tfie 
fo rk in g  interest income per active 
producing w*ell is equal to or less.than # 
the operational cost of the well, a s , *:-
determined by the Secretary. • * " • *q*
§ 225.54 Restrictions on operations; work- . 
over and shut-in applications."^ ; ^  .
(a) The Secretary' may impose such 
restrictions as In his'judgment are v r 
necessary for the protection of Indian- . 
owmed natural resources. V~**> v - ~  ‘ • -
(b) The Secretary may, upon *y * * - *V
application of the lessee and under such . 
terms and conditions as he m ay .- 
prescribe and after obtaining the 
consent of any Indian mineral ow;nerv'- 
affected, if such consent is required in * 
the contract, authorize suspension o( 
operating and production requirements. • ( 
whenever it is considered that 
marketing facilities are inadequate or 
economic conditions unsatisfactory of : - 
transportation facilities unavailable. ' ; 7 j  
Such suspensions shall not exceed r- . 
beyond the ten-year primary' term of v 
tribal leases approved pursuant to the* - 
Act of May 11,1938 (52 Slat. 347; 25 . ..
U.S.C. 396a-g] or leases on allotted 
lands approved pursuant to the Act of 
March 3,1909, as amended (35 Stat. 783, -. 
25 U.S.C. 39W). Applications by. » ~
operators for relief from operating and 
producing requirements shall be filed in 
triplicate with the Authorized Officer
and a copy thereof filed with the 
Secretary'. Complete information must 
be furnished showing the necessity for 
such relief. Suspension of operations 
and production shall not relieve the \  
operator from the obligations of 
continued payment of annual rental or 
minimum royalty. The operator shall - * 
pay as shut-in royalty an additional . ^
r $2.50i per acre in advance for each .
annual period of suspension, provided ' \  
that if the period of suspension is less \  
than 12 months, the rate w'ill be 
prorated. Said shut-in royalty shall not 
be recoverable out of royalties or - ^
otherwise from subsequent productions v
(c) The Secretary may, after obtaining T 
the consent-of any Indian mineral ownei1 - 
affected, and under such terms and * *
‘ conditions as he may prescribe, ? x I* * 
authorize suspension of operating and 
producing requirements both in the V--- - 
primary and extended lease terms, . • - 
whenever it is determined that T  T 
reworking or drilling operations are’in 
the best interest of the Indian mineral .... 
owner, provided, that such reworking or \ 
drilling operations are commenced 
within 60 days and thereafter conducted « 
with reasonable diligence during the - J  
period of nonproduction. Any* *7 "7 7-
suspension under this paragraph shall
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not relieve the operator from Lability for 
the payment of rental and minimum 
royalty or other contract payments due 
under the terms of the contract ' * *
§ 225.55 Unitization, commurAfcatioo and 
well-spacing agreements. . f - •
(a) For the purpose of conservation : 
and proper utilization of natural '
"and make reports thereof, as required by 
the contract end regulations.
(b) Records will be piovided to the 
Minerals Management Service in 
accordance with. MMS regulations and 
guidelines. MMS will safeguard such 
records in accordance with appropriate 
laws, regulations, and guidelines.' _ .
resources, the Secretary may approve 
. that contracted areas shall be subject to 
cooperative or unitization agreements, 
or communitizalion agreements and * ^
well-spacing, with the prior consent of 
the Indian mineral owner and based 
upon a determination that approval is in . 
the best interests of the Indian lessor.
(b) Where consent to Include his lands - 
in unit agreements^ granted by the T 
‘ Indian mineral owner in the contract 
subject to approval of the Secretary, 
further consent of the Indian mineral 
owner is not required to obtain approval 
of a proposed agreement . : .
. (c) In determining whether an 
agreement is in t̂he best interests of the 
Indian lessor a w'ritlen report shall be 
prepared by the Secretary taking into 
consideration whether the long term 
economic effects of the agreement will 
be in the best interests of the Indian 
mineral owners, and the —
recommendation of the Authorized 
Officer for approval or disapproval 
based upon the engineering and the 
technical aspects of the agreement. The" 
report of the Secretary shall be made 
available to the Indian mineral owners 
and the applicant _
(d) A request fcr approval of a
proposed agreement must be 
accompanied by an affidavit certifying 
that all Indian mineral owners have 
been given notice that approval of an 
agreement is being sought r '  : "
(e) An applicant for approval of an
agreement may be required to provide ' 
copies of any farmout or similar type 
agreements where such agreements /  . 
could have bearing upon the working 
Interests in the proposed unit * - -
(f) Requests-for approval and \  
documents incident to such agreements ” 
must be filed with the Secretary 90 days 
prior to the expiration date of the first 
Indian oil and gas contract in the unit
§ 225.56 Inspection of premises; books 
and accounts. ■ : ~ i .
(a) Operators shall agree to allow 
Indian mineral owners, their . - ~
representatives or any authorized 
representatives of the Secretary to enter 
all parts of the contracted premises for 
fhe purpose of inspection only at their 
own risk,' and that books and records 
shall be available only during business 
hours, and shall further agree to keep a ' 
full and correct account of all operations
§ 225.57 Termination an<J carreers Son; 
enforcement of orders.: '  ‘
. (a) If the^Secretary determines that a 
prospector or operator has failed to . - '.  ̂
comply with the regulations in this part, 
other applicable laws or regulations, the 
terms of the contract, the requirements 
of an approved exploration or mining 
plan, his orders or the orders of the ■ ,
Authorized OiTcer and such "  
noncompliance does not threaten * 
immediate and serious damage to the 
environment, the mine or the deposit 
being mined, or other valuable mineral 
deposits or other resources, the 
Secretary shall serve a notice of 
'noncompliance upon the prospector or 
operator by delivery in person or by 
certified mail to him at his last known 
address. Copies of said notice shall be 
sent to all interested parties. Failure of 
the prospector or operator to take action 
in accordance with the notice of 
noncompliance within the time limits 
specified by the Secretary, or to initiate 
an appeal pursuant to Part 2 of this title 
shall be grounds for suspension of 
operations subject to such notice by the 
Superintendent, or grounds for his 
recommendations for the initiation of 
action for cancellation of the lease, 
permit, license, or contract and 
forfeiture of any compliance bonds.
[b) The notice of noncompliance shall 
specify in what respect the operator has _ 
failed to comply with the provisions of 
applicable laws, regulations, terms of
the drilling plan or contract, or the J  _ 
orders of the Secretary or the * 
Authorized Officer, and shall specify the 
action which must be taken to correct _ 
such noncompliance and the time limits 
within which such action shall be taken. ’ 
A written report shall.be submitted by - 
the permittee or operator to the.
Secretary when such noncompliance has 
been corrected.
(c) If, in the judgment of the Secretary,
a permittee or operator is conducting 
activities on lands subject to the 
provisions of this part . - - ~ '
(1) Which fail to comply with the 
provisions of this part, other applicable 
laws or regulations, the terms of the 
minerals agreement, the requirements of 
an approved exploration or drilling plan, 
his orders or the.orders of the 
Authorized Officer, and
(2) Which threaten immediate and 
serious damage to the environment, the
resource or the deposit being developed, 
or other valuable mineral deposits or 
other resources; the Secretary *ha!l 
order the immediate cessation of such 
activities, without prior notice of 
noncompliance- The Secretary' shall, 
however, as soon after issuance of the 
cessation order as possible, serve on the 
permittee or operator a statement of the 
reasons for the cessation order and the 
actions needed to be taken before the 
order will be lifted. Both the cessation 
order and the statement of reasons for 
the order shall be delivered to the 
Indian oil and gas owner. - ^ '
(d) If a permittee or operator fails to^ - 
take action in accordance vrilh the  ̂ . 
notice of noncompliance served upon . 
him pursuant to paragraph (a) of this' 
section, or If a permittee or operator
fails to take action in accordance with „. * 
the cessation order statement served 
upon him pursuant to paragraph (c) of 
this section, the Secretary may issue a 
notice of intent to cancel the minerals 
agreement specifying the basis for 
notice. The permittee or operator may, 
within 30 days of receipt of the notice, 
request a hearing at which he, the Indian 
oil and gas owner, the Secretary, the 
MMS official, and the Authorized 
Officer shall be entitled to present 
evidence. After such hearing, or after 30 
days if no hearing has been requested, 
the Secretary may order cancellation of 
the contract
(e) No provision in this section shall 
be interpreted as replacing or 
superseding any other remedies of the 
Indian oil and gas owner as set forth in 
the minerals agreement or otherwise 
available at law.
(f) Nothing in this section is intended
to supersede the independent authority 
of the Authorized Officer and/or the 
MMS official. However, the-Authorized 
Officer, the KIMS official, and the 
Secretary should consult writh one 
another, when feasible, before taking 
any enforcement actions. * *
§ 225.58 Penalties.
Violation of any of the terms or 
conditions of any contract agreem ents 
of the regulations under this part shall 
subject the permittee or operator to a ■ 
fine of not less than $1,000 per day for - | 
each day of such violation or 
noncompliance with the orders of either *, 
the Secretary or the Authorized Officer 
or MMS official. Provided, that prior to 
the determination that a fine will be 
imposed as provided for in this section, 
the permittee or operator shall receive 
30 days notice with respect to the terms 
of the contract or of the regiilations 
violated and, if he so requests, may * 
receive a hearing before the Secretary.
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Payment of penalties more than 10 days 
after notice of final decision is given 
shall be subject to late charges at the 
rate cf not less than IV2 percent per 
month for each month or fraction thereof 
until paid. All penalties collected - 
pursuant to this section shall be . - ‘
deposited with the Indian owners. -
§2:5 59 Appeals. . I . , -
[a) Appeals from decisions of the
DepartmentaPofncers under this part 
may be taken pursuant to Part 2 of this 
title. . . -
[b) Cessation oiders issued pursuant 
to Section 225.55 of this part shall not be 
suspt need as a result of the taking of an 
appeal, unless such suspension is
ordered in writing by the official before . 
whom such an appeal is pending, and 
then only upon a written determination 
by such official that such suspension 
will not be detrimental to the Indian oil 
and gas owner or upon submission of a 
bond deemed adequate by both the 
Indian oil and gas owner and the ' ' \  ‘ ~ 
Secretary’ to indemnify the Indian oil 
and gas owner from any resulting loss or * 
damage.-- ‘ *
§225.60 Fees. • - ' ;
Unless otherwise authorized by the *- 
Secretary, each permit, lease, sublease, 
or other contract, or assignment or 
surrender thereof shall be accompanied 
by a filing fee of hot less than $25. *
- -* V
§ 225.61 Leoat review.
Whenever it is proposed to enler into. 
an oil and gas contract by methods other 
than the competitive bid porcedure 
(whether by the Secretary or by the- ' 
Indian oil and gas owner], or when a 
contract contains provisions not 
appearing in an approved Bureau „• 
contract form, the contract shall be - 
submitted to the local Field or the ~ ; -
Regional Solicitors Office for review’ for 
legal sufficiency prior to approval.- -  • ~
Kenneth Smith, ■ .
Assistant Secretary—Indian Affairs. 2 ‘
■ - - * •: •
|F1R Dr*. B30BS42 FHed 7-n-«3; 8*5 am] ' ' * . ;
BtLLVvG COD6 43T0-C2-U ^ * ... . ' * *4
D A T E :
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T O :
From:
ATTACHMENT 3 ( '
APR 2  9  W 8 3
UNITED STATES GOVERNMENT
memorandum
Real Property Management, Division of Trust
Procedures to be implemented regarding Negotiated Agreements 
promulgated under P.L. 97-382 "Indian Minerals Development 
Act of 1982"
All Superintendents, Billings Area 
Area Director, Billings Area
Attached for your information is a copy of the Billings 
Area Office procedure and policy for handling the subject 
agreements.
Please provide this information to the appropriate Tribal 
governing body.
O P T IO N A L . F O R M  N O . I I  
(R E V . l - » 0)
o s a  p t m r  (4 i cm) 101.11 . f
tu.s. OK): l»»»-)1Mn^lll
Requirements of the BIA in regards to the provisions 
of P.L. 97-382, "Indian Mineral Development Act of 1982"
The governing body of an Indian Tribe, after it has reached a negotiated 
agreement with industry, will submit written notice to the Agency 
Superintendent requesting approval action on said proposed agreement.
The BIA will then take action on the agreement in accordance with the 
below listed steps.
1 . A joint review of the agreement will be performed by Agency and 
Area staff. An economic evaluation will be a part of the review
process.
2. A legal review of the provisions of the proposal will be conducted
by the Solicitors office. The BAO wili coordinate this legal review.
3. If the terms and provisions of the agreement are found to be 
acceptable, an environmental assessment will be initiated and 
completed on the identified acreage. The environmental assessment
"will be performed by the respective company (industry) under the 
supervision of the Agency Superintendent, who will then submit the 
assessment to the appropriate Agency/Area staff for review.
4. The Superintendent shall then submit his complete findings 
(environmental assessment, review of the agreement, economic
evaluation and Solicitors opinion) to the Area Director with his 
recommendation as to whether the agreement should be approved or 
disapproved.
5. The Agency Superintendent, shall also submit the results of the 
review to the tribe. The tribe and the company will be required to 
make any appropriate changes if the terms or provisions are in 
conflict with the condition's of P.L. 97-382. A 30 day waiting 
period is required before final approval by the Area Director. The 
thirty (30) day waiting period begins on the date in which official 
notice to approve or disapprove is given to the tribe.
The disapproval of any minerals agreement under the new law can 
be given only by the Assistant Secretary.
6 .
ATTACHMENT 4
Public Law 97-382 "Indian Mineral Development Act"
Total of 6 months from date of issuance to Area Office or 60 days after 
EA/EIS
ATTACHMENTS
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PUBLIC LAW 97-451 [H.R. 5121]; January 12, 1983
FEDERAL OIL AND GAS ROYALTY MANAGEMENT
ACT OF 1982
For Legislative History o f Act, see p. 4268
An Act t* •n»ur# that all oil ond go* originated on the public lands and on the Outer 
Continental Shelf ore properly accounted for under the direction of the Secretory of the 
Interior, and for other purposes.
Be it enacted by the Senate and House o f  Representatives o f the 
United States o f America in Congress assembled,
SHORT TITLE AND TABLE OF CONTENTS
Section 1. This Act may be cited as the “Federal Oil and Gas 
Royalty Management Act of 1982".
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Sec. 2. (a) Congress Finds that—
(1) the Secretary of the Interior should enforce effectively and 
uniformly existing regulations under the mineral leasing laws 
providing for the inspection of production activities on lease 
sites on Federal and Indian lands;
(2) the system of accounting with respect to royalties and 
other payments due and owing on oil and gas produced from 
such lease sites is archaic and inadequate;
(3) it is essential that the Secretary initiate procedures to 
improve methods of accounting for such royalties and payments 
and to provide for routine inspection of activities related to the 
production of oil and gas on such lease sites; and
(4) the Secretary should aggressively carry out his trust re­
sponsibility in the administration of Indian oil and gas.
(b) It is the purpose of this Act—
(1) to clarify, reaffirm, expand, and define the responsibilities 
and obligations of lessees, operators, and other persons involved 
in transportation or sale of oil and gas from the Federal and 
Indian lands and the Outer Continental Shelf;
(2) to clarify, reaffirm, expand and define the authorities and 
responsibilities of the Secretary of the Interior to implement 
and maintain a royalty management system for oil and gas 
leases on Federal lands, Indian lands, and the Outer Continen­
tal Shelf;
(3) to require the development of enforcement practices that 
ensure the prompt and proper collection and disbursement of oil 
and gas revenues owed to the United States and Indian lessors 
and those inuring to the benefit of States;
(4) to fulfill the trust responsibility of the United States for 
the administration of Indian oil and gas resources; and
(5) to effectively utilize the capabilities of the States and 
Indian tribes in developing and maintaining an efficient and 
effective Federal royalty management system.
DEFINITIONS
Sec. 3. For the purposes of this Act, the term —
(1) “Federal land" means all land and interests in land owned 
• by the United States which are subject to the mineral leasing
laws, including mineral resources or mineral estates reserved to 
the United States in the conveyance of a surface or nonmineral 
estate;
(2) “Indian allottee” means any Indian for whom land or an 
interest in land is held in trust by the United States or who 
holds title subject to Federal restriction against alienation;
(3) "Indian lands” means any lands or interest in lands of an 
Indian tribe or an Indian allottee held in trust by the United 
States or which is subject to Federal restriction against alien­
ation, including mineral resources and mineral estates reserved 
to an Indian tribe or an Indian allottee in the conveyance of a 
surface or nonmineral estate, except tha t such term does nqt 
include any lands subject to the provisions of section 3 of the 
Act of June 28,1906 (34 Stat. 539);
(4) “Indian tribe” means any Indian tribe, band, nation* 
pueblo, community, rancheria, colony, or other group of Indi*
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ans, including the Metlakatla Indian Community of Annette 
Island Reserve, for which any land or interest in land is held by 
the United States in trust or which is subject to Federal restric­
tion against alienation;
(5) '‘lease” means any contract, profit-share arrangement, 
joint venture, or other agreement issued or approved by the 
United States under a mineral leasing law that authorizes 
exploration for, extraction of, or removal of oil or gas;
(6) “lease site” means any lands or submerged lands, includ­
ing the surface of a  severed mineral estate, on which explora­
tion for, or extraction or removal of, oil or gas is authorized 
pursuant to a  lease;
(7) “lessee” means any person to whom the United States, an 
Indian tribe, or an Indian allottee, issues a lease, or any person 
who has been assigned an obligation to make royalty or other 
payments required by the lease;
(8) "mineral leasing law” means any Federal law adminis­
tered by the Secretary authorizing the disposition under lease of 
oil or gas;
(9) “oil or gas” means any oil or gas originating from, or 
allocated to, the Outer Continental Shelf, Federal, or Indian 
lands;
(10) “Outer Continental Shelf’ has the same meaning ds 
provided in the Outer Continental Shelf Lands Act (Public Law 
95-372);
(11) “operator” means any person, including a lessee, who has 
control of, or who manages operations on, an oil and gas lease 
site on Federal or Indian lands or on the Outer Continental 
Shelf;
(12) “person” means any individual, firm, corporation, associ­
ation, partnership, consortium, or joint venture;
(13) “production” means those activities which take place for 
the removal of oil or gas, including such removal, field oper­
ations, transfer of oil or gas off the lease site, operation monitor­
ing, maintenance, and workover drilling;
(14) “royalty” means any payment based on the value or 
volume of production which is aue to the United States or an 
Indian tribe or an Indian allottee on production of oil or gas 
from the Outer Continental Shelf, Federal, or Indian lands, or 
any minimum royalty owed to the United States or an Indian 
tribe or an Indian allottee under any provision of a lease;
(15) “Secretary” means the Secretary of the Interior or his 
designee; and
(16) “State” means the several States of the Union, the Dis­
trict of Columbia, Puerto Rico, the territories and possessions of 
the United States, and the Trust Territory of the Pacific Islands.
TITLE I—FEDERAL ROYALTY MANAGEMENT AND
ENFORCEMENT
DUTIES o r  THE SECRETARY
> Sec. 101. (a) The Secretary shall establish a comprehensive inspec­
tion, collection and fiscal and production accounting and auditing 
system to provide the capability to accurately determine oil and gas 
royalties, interest, fines, penalties, fees, deposits, and other pay-
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merits owed, and to collect and account for such amounts in a timely 
manner.
(b) The Secretary shall—
(1) establish procedures to ensure th a t authorized and prop­
erly identified representatives of the Secretary will inspect at 
least once a n n u a lly  each lease site producing or expected to
Sreduce significant quantities of oil or gas in any year or which as a history of noncompliance with applicable provisions of law 
or regulations; and
(2) establish and maintain adequate programs providing for 
the t ra in in g  of all such authorized representatives in methods 
and techniques of inspection and accounting that will be used in 
the implementation of this A ct
(cXl) The Secretary shall audit and reconcile, to the extent practi­
cable, all current and past lease accounts for leases of oil or gas and 
take appropriate actions to make additional collections or refunds as 
warranted. The Secretary shall conduct audits and reconciliations of 
lease accounts in conformity with the business practices and record­
keeping systems which were required of the lessee by the Secretary 
for the period covered by the aud it The Secretary shall give priority 
to auditing those lease accounts identified by a State or Indian tribe 
as having significant potential for underpaym ent The Secretary 
may also audit accounts and records of selected lessees and opera­
tors.
(2) The Secretary may enter into contracts or other appropriate 
arrangements with independent certified public accountants to un­
dertake audits of accounts and records of any lessee or operator 
relating to the lease of oil or gas. Selection of such independent 
certified public accountants shall be by competitive bidding in 
accordance with the Federal Property and Administrative Services 
Act of 1949 (41 U.S.C. 252), except tha t the Secretary may not enter 
into a contract or other arrangement with any independent certified 
public accountant to audit any lessee or operator where such lessee 
or operator is a primary audit client of such certified public 
accountant
(3) All books, accounts, financial records, reports, files, and other 
papers of the Secretary, or used by the Secretary, which are reason­
ably necessary to facilitate the audits required under this section 
shall be made available to any person or governmental entity 
conducting audits under this A ct
DUTIES or LESSEES, OPERATORS, AND MOTOR VEHICLE TRANSPORTERS
Sec. 102. (a) A lessee—
(1) who is required to make any royalty or other payment 
under a  lease or under the mineral leasing laws, shall make 
such payments in the time and manner as may be specified by 
the Secretary; and
(2) shall notify the Secretary, in the time and manner as may 
be specified by the Secretary, of any assignment the lessee may 
have made of the obligation to make any royalty or other 
payment under a lease or under the mineral leasing laws, 
(b) An operator shall—
(1) develop and comply with a site security plan designed to 
protect the oil or gas produced or stored on an onshore lease site 
from theft, which plan shall conform with such m in im u m  stand-
96 STAT. 2450
Jan. 12 OIL AND GAS ROYALTY MANAGEMENT
ards as the Secretary may prescribe by rule, taking into account 
the variety of circumstances at lease sites;
(2) develop and comply with such minimum site security 
measures as the Secretary deems appropriate to protect oil or 
gas produced or stored on a lease site or on the Outer Continen­
tal Shelf from theft; and
(3) not later than the 5th business day after any well begins 
production anywhere on a lease site or allocated to a lease site, 
or resumes production in the case of a well which has been off of 
production for more than 90 days, notify the Secretary, in the 
manner prescribed by the Secretary, of the date on which such 
production has begun or resumed.
(cXD Any person engaged in transporting by motor vehicle any oil 
from any lease site, or allocated to any such lease site, shall carry, 
on his person, in his vehicle, or in his immediate control, documen­
tation showing, at a minimum, the amount, origin, and intended 
first destination of the oil.
(2) Any person engaged in transporting any oil or gas by pipeline 
from any lease site, or allocated to any lease site, on Federal or 
Indian lands shall maintain documentation showing, at a minimum, 
amount, origin, and intended first destination of such oil or gas.
R E Q U IR E D  R E C O R D K E E P IN G
S ec . 103. (a) A lessee, operator, or other person directly involved in 
developing, producing, transporting, purchasing, or selling oil or gas 
subject to this Act through the point of first sale or the point of 
royalty computation, whichever is later, shall establish and main­
tain any records, make any reports, and provide any information 
that the Secretary may, by rule, reasonably require for the purposes 
of implementing this Act or determining compliance with rules or 
orders under this Act. Upon the request of any officer or employee 
duly designated by the Secretary or any State or Indian tribe 
conducting an audit or investigation pursuant to this Act, the 
appropriate records, reports, or information which may be required 
by this section shall be made available for inspection and duplica­
tion by such officer or employee, State, or Indian tribe.
(b) Records required by the Secretary with respect to oil and gas 
leases from Federal or Indian lands or the Outer Continental Shelf 
shall be maintained for 6 years after the records are generated 
unless the Secretary notifies the record holder tha t he has initiated 
an audit or investigation involving such records and that such 
records must be maintained for a longer period. In any case when an 
audit dr investigation is underway, records shall be maintained 
until the Secretary releases the record holder of the obligation to 
maintain such records.
PROMPT DISBURSEMENT Or ROYALTIES
Sec. 104. (a) Section 35 of the Mineral Lands Leasing Act of 1920 
(approved February 25,1920; 41 Stat. 437; 30 U.S.C. 191) is amended 
by deleting “as soon as practicable after March 31 and September 30 
of each year" and by adding at the end thereof “Payments to States 
under this section with respect to any moneys received by the 
United States, shall be made not later than the last business aay of 
the month in which such moneys are warranted by the United 
States Treasury to the Secretary as having been received, except for
P.L. 97-451
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any portion of such moneys which is under challenge and placed in a 
suspense account pending resolution of a dispute. Such warrants 
shall be issued by the United States Treasury not later than 10 days 
after receipt of such moneys by the Treasury. Moneys placed in a 
suspense account which are determined to be payable to a State 
shall be made not later than the last business day of the month in 
which such dispute is resolved. Any such amount placed in a 
suspense account pending resolution shall bear interest until the 
dispute is resolved. .
(b) Deposits of any royalty funds derived from the production of oil 
or gas from, or allocated to, Indian lands shall be made by the 
Secretary to the appropriate Indian account a t the earliest practica­
ble date after such funds are received by the Secretary but in no 
case later than the last business day of the month in which such 
funds are received.
(c) The provisions of this section shall apply with respect to 
payments received by the Secretary after October 1,1983, unless the 
Secretary, by rule, prescribes an earlier effective date.
EXPLANATION OP PAYMENTS
S ec. 105. (a) When any payment (including amounts due from 
receipt of any royalty, bonus, interest charge, fine, or rental) is made 
by the United States to a State with respect to any oil or gas lease on 
Federal lands or is deposited in the appropriate Indian account on 
behalf of an Indian tnbe or Indian allottee with respect to any oil 
and gas lease on Indian lands, there shall be provided, together with 
such payment, a description of the type of payment being made, the 
period covered by such payment, the source of such payment, pro­
duction amounts, the royalty rate, unit value and such other infor­
mation as may be agreed upon by the Secretary and the recipient 
State, Indian tribe, or Indian allottee.
(b) This section shall take effect with respect to payments made 
after October 1, 1983, unless the Secretary, by rule, prescribes an 
earlier effective date.
LIABILITIES AND BONDING
S ec. 106. A person (including any agent or employee of the United 
States and any independent contractor) authorized to collect, re­
ceive, account for, or otherwise handle any moneys payable to, or 
received by, the Department of the Interior which are derived from 
the sale, lease, or other disposal of any oil or gas shall be—
(1) liable to the United States for any losses caused by any 
intentional or reckless action or inaction of such individual with 
respect to such moneys; and
(2) in the case of an independent contractor, required as the 
Secretary deems necessary to maintain a bond commensurate 
with the amount of money for which such individual could be 
liable to the United States.
HEARINGS AND INVESTIGATIONS < i
• r
S ec. 107. (a) In carrying out his duties under this Act the Secre­
tary may conduct any investigation or other inquiry necessary and 
appropriate and may conduct, after notice, any hearing or audit, 
necessary and appropriate to carrying out his duties under this Act
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tn connection with any such hearings, inquiry, investigation, or 
audit, the Secretary is also authorized where reasonably necessary— 
B (1) to require by special or general order, any person to submit 
in writing such affidavits and answers to questions as the 
Secretary may reasonably prescribe, which submission shall be 
made within such reasonable period and under oath or other­
wise, as may be necessary;
(2) to administer oaths;
(3) to require by subpena the attendance and testimony of 
witnesses and the production of all books, papers, production 
and financial records, documents, m atter, and materials, as the 
Secretary may request;
(4) to order testimony to be taken by deposition before any 
person who is designated by the Secretary and who has the 
power to administer oaths, and to compel testimony and the 
production of evidence in the same m anner as authorized under 
paragraph (3) of this subsection; and
(5) to pay witnesses the same fees and mileage as are paid in 
like circumstances in the courts of the United States.
(b) In case of refusal to obey a subpena served upon any person 
under this section, the district court of the United States for any 
district in which such person is found, resides, or transacts business, 
upon application by the Attorney General a t the request of the 
Secretary and after notice to such person, shall have jurisdiction to 
issue an order requiring such person to appear and give testimony 
before the Secretary or to appear and produce documents before the 
Secretary. Any failure to obey such order of the court may be 
punished by such court as contempt thereof and subject to a penalty 
of up to $10,000 a day.
INSPECTIONS
S ec . 108. (aXl) On any lease site on Federal or Indian lands, any 
authorized and properly identified representative of the Secretary 
may stop and inspect any motor vehicle tha t he has probable cause 
to believe is carrying oil from a lease site on Federal or Indian lands 
or allocated to such a lease site, for the purpose of determining 
whether the driver of such vehicle has documentation related to 
such oil as required by law.
(2) Any authorized and properly identified representative of the 
Secretary, accompanied by any appropriate law enforcement officer, 
or an appropriate law enforcement officer alone, may stop and 
inspect any motor vehicle which is not on a lease site if he has 
probable cause to believe the vehicle is carrying oil from a lease site 
on Federal or Indian lands or allocated to such a lease site. Such 
inspection shall be for the purpose of determining whether the 
driver of such vehicle has the documentation required by law.
(b) Authorized and properly identified representatives of the Sec­
retary may without advance notice, en ter upon, travel across and 
inspect lease sites on Federal or Indian lands and may obtain from 
the operator immediate access to secured facilities on such lease 
sites, for the purpose of making any inspection or investigation for 
determining whether there is compliance with the requirements of 
the mineral leasing laws and this A ct The Secretary shall develop 
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(c) For the purpose of making any inspection or investigation 
under this Act, the Secretary shall have the same right to enter 
upon or travel across any lease site as the lessee or operator has 











removed oil and 
gas.
S ec. 109. (a) Any person who—
(1) after due notice of violation or after such violation has 
been reported under subparagraph (A), fails or refuses to 
comply with any requirements of this Act or any mineral 
leasing law, any rule or regulation thereunder, or the terms of 
any lease or permit issued thereunder, or
(2) fails to permit inspection authorized in section 108 or fails 
to notify the Secretary of any assignment under section 102(aX2)
shall be liable for a penalty of up to $500 per violation for each day 
such violation continues, dating from the date of such notice or 
report A penalty under this subsection may not be applied to any 
person who is otherwise liable for a violation of paragraph (1) if:
(A) the violation was discovered and reported to the Secretary 
or his authorized representative by the liable person and cor* 
rected within 20 days after such report or such longer time as 
the Secretary may agree to; or
(B) after the due notice of violation required in paragraph (1)
has been given to such person by the Secretary or his authorized 
representative, such person has corrected the violation within 
20 days of such notification or such longer time as the Secretary 
may agree to. . . ..
(b) If corrective action is not taken within 40 days or a longer 
period as the Secretary may agree to, after due notice or the report 
referred to in subsection (aXl), such person shall be liable for a civil 
penalty of not more than $5,000 per violation for each day such 
violation continues, dating from the date of such notice or report
(c) Any person who—
(1) knowingly or willfully fails to make any royalty payment 
by the date as specified by statute, regulation, order or terms of 
the lease;
(2) fails or refuses to permit lawful entry, inspection, or audit; 
or
(3) knowingly or willfully fails or refuses to comply with 
subsection 102(bX3),
shall be liable for a penalty of up to $10,000 per violation for each 
day such violation continues.
(d) Any person who—
(1) knowingly or willfully prepares, maintains, or submits 
false, inaccurate, or misleading reports, notices, affidavits, 
records, data, or other written information;
(2) knowingly or willfully takes or removes, transports, uses 
or diverts any oil or gas from any lease site without having valid 
legal authority to do so; or
(3) purchases, accepts, sells, transports, or conveys to another, 
any oil or gas knowing or having reason to know that such oil or 
gas was stolen or unlawfully removed or diverted,
shall be liable for a penalty of up to $25,000 per violation for each 
day such violation continues.
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(e) No penalty under this section shall be assessed until the person 
charged with a violation has been given the opportunity for a 
hearing on the record.
(f) The amount of any penalty under this section, as finally 
determined may be deducted from any sums owing by the United 
States to the person charged.
(g) On a case-by-case basis the Secretary may compromise or 
reduce civil penalties under this section.
(h) Notice under this subsection (a) shall be by personal service by 
an authorized representative of the Secretary or by registered mail. 
Any person may, in the manner prescribed by the Secretary, desig­
nate a representative to receive any notice under this subsection.
(i) In determining the amount of such penalty, or whether it 
should be remitted or reduced, and in what amount, the Secretary 
shall state on the record the reasons for his determinations.
(j) Any person who has requested a hearing in accordance with 
subsection (e) within the time the Secretary has prescribed for such 
a hearing and who is aggrieved by a final order of the Secretary 
under this section may seek review of such order in the United 
States district court for the judicial district in which the violation 
allegedly took place. Review by the district court shall be only on 
the administrative record and not de novo. Such an action shall be 
barred unless filed within 90 days after the Secretary’s final order.
(k) If any person fails to pay an assessment of a civil penalty 
under this Act—
(1) after the order making the assessment has become a final 
order and if such person does not file a petition for judicial 
review of the order in accordance with subsection (j), or
(2) after a court in an action brought under subsection (j) has 
entered a final judgment in favor of the Secretary,
the court shall have jurisdiction to award the amount assessed plus 
interest from the date of the expiration of the 90-day period referred 
to in subsection (j)- Judgment by the court shall include an order to
pay-
(l) No person shall be liable for a civil penalty under subsection (a) 
or (b) for failure to pay any rental for any lease automatically 
terminated pursuant to section 31 of the Mineral Leasing Act of 
1920.
CRIMINAL PENALTIES
S ec . 110. Any person who commits an act for which a civil penalty 
is provided in section 109(d) shall, upon conviction, be punished by a 
fine of not more than $50,000, or by imprisonment for not more than 
2 years, or both.
ROYALTY INTEREST, PENALTIES AND PAYMENTS
S ec . 111. (a) In the case of oil and gas leases where royalty 
payments are not received by the Secretary on the date that such 
payments are due, or are less than the amount due, the Secretary 
shall charge interest on such late payments or underpayments at 
the rate applicable under section 6621 of the Internal Revenue Code 
of 1954. In the case of an underpayment or partial payment, interest 
shall be computed and charged only on the amount of the deficiency 





Failure to pay 
assessments.
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(b) Any payment made by the Secretary to a State under section 
35 of the Mineral Lands Leasing Act of 1920 (30 U.S.C. 191) and any 
other payment made by the Secretary to a State from any oil or gas 
royalty received by the Secretary which is not paid on the date 
required under section 35 shall include an interest charge computed 
at the rate applicable under section 6621 of the Internal Revenue 
Code of 1954.
(c) All interest charges collected under this Act or under other 
applicable laws because of nonpayment, late payment or underpay­
ment of royalties due and owing an Indian tribe or an Indian 
allottee shall be deposited to the same account as the royalty with 
respect to which such interest is paid.
(d) Any deposit of royalty funds made by the Secretary to an 
Indian account which is not made by the date required under 
subsection 104(b) shall include an interest charge computed at the 
rate applicable under section 6621 of the Internal Revenue Code of 
1954.
(e) Notwithstanding any other provision of law, no State will be 
assessed for any interest or penalties found to be due against the 
Secretary for failure to comply with the Emergency Petroleum 
Allocation Act of 1973 or regulation of the Secretary of Energy 
thereunder concerning crude oil certification or pricing with respect 
to crude oil taken by the Secretary in kind as royalty. Any State 
share of an overcharge, resulting from such failure to comply, shall 
be assessed against moneys found to be due and owing to such State 
as a result of audits of royalty accounts for transactions which took 
place prior to the date of the enactment of this Act except that if 
after tne completion of such audits, sufficient moneys have not been 
found due and owing to any State, the State shall be assessed the 
balance of that Stater »share of the overcharge.
(0 Interest shall be charged under this section only for the 
number of days a payment is late.
(g) The first sentence of section 35 of the Act of February 25, 1920 
is amended by inserting “including interest charges collected under 
the Federal Oil and Gas Royalty Management Act of 1982” between 
“royalties” and “and”.
INJUNCTION AND SPECIFIC ENFORCEMENT AUTHORITY
S ec. 112. (a) In addition to any other remedy under this Act or any 
mineral leasing law, the Attorney General of the United States or 
his designee may bring a civil action in a district court of the United 
States, which shall have jurisdiction over such actions—
(1) to restrain any violation of this Act; or
(2) to compel the taking of any action required by or under 
this Act or any mineral leasing law of the United States.
(b) A civil action described in subsection (a) may be brought only 
in the United States district court for the judicial district wherein 
the act, omission, ot transaction constituting a violation under this 
Act or any other mineral leasing law occurred, or wherein the 
defendant is found or transacts business.
REWARDS
S ec. 113. Where amounts representing royalty or other payments 
owed to the United States with respect to any oil and gas lease on 
Federal lands or the Outer Continental Shelf are recovered pursu-
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t to any action taken by the Secretary under this Act as a result 
Bf information provided to the Secretary by any person, the Secre- 
* rv  is authorized to pay to such person an amount equal to not 
ta«re than 10 percent of such recovered amounts. The preceding 
Sntence shall not apply to information provided by an officer or 
mployee of the United States, an officer or employee of a State or 
Indian tribe acting pursuant to a cooperative agreement or delega­
tion under this Act, or any person acting pursuant to a contract 
authorized by this Act.
NONCOMPETITIVE OIL AND GAS LEASE ROYALTY RATES
Sec. 114. The Secretary is directed to conduct a thorough study of 
the effects of a change in the royalty rate under section 17(c) of the 
Mineral Leasing Act of 1920 on: (a) the exploration, development, or 
production of oil or gas; and (b) the overall revenues generated by 
such change. Such study shall be completed and submitted to Con­
gress within six months after the date of enactment of this Act.
TITLE n —STATES AND INDIAN TRIBES
APPLICATION OF TITLE
Sec. 201. This title shall apply only with respect to oil and gas 
leases on Federal lands or Indian lands. Nothing in this title shall be 
construed to apply to any lease on the Outer Continental Shelf.
COOPERATIVE AGREEMENTS
Sec. 202. (a) The Secretary is authorized to enter into a coopera­
tive agreement or agreements with any State or Indian tribe to 
share oil or gas royalty management information, to carry out 
inspection, auditing, investigation or enforcement (not including the 
collection of royalties, civil or criminal penalties or other payments) 
activities under this Act in cooperation with the Secretary, and to 
carry out any other activity described in section 108 of this Act. The 
Secretary shall not enter into any such cooperative agreement with 
a State with respect to any such activities on Indian lands, except 
with the permission of the Indian tribe involved.
(b) Except as provided in section 203, and pursuant to a coopera­
tive agreement—
(1) each State shall, upon request, have access to all royalty 
accounting information in the possession of the Secretary 
respecting the production, removal, or sale of oil or gas from 
leases on Federal lands within the State; and
(2) each Indian tribe shall, upon request, have access to all 
royalty accounting information in the possession of the Secre­
tary respecting the production, removal, or sale of oil or gas 
from leases on Indian lands under the jurisdiction of such tribe.
Information shall be made available under paragraphs (1) and (2) as 
soon as practicable after it comes into the possession of the Secre­
tary. Effective October 1, 1983, such information shall be made 
available under paragraphs (1) and (2) not later than 30 days after 
such information comes into the possession of the Secretary.
(c) Anv cooperative agreement entered into pursuant to this sec­
tion shall be in accordance with the provisions of the Federal Grant 
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terms and conditions as the Secretary deems appropriate and con­
sistent with the purposes of this Act, including, but not limited to, a 
limitation on the use of Federal assistance to those costs which are 
directly required to carry out the agreed upon activities.
INFORMATION
Sec. 203. (a) Trade secrets, proprietary and other confidential 
information shall be made available by the Secretary, pursuant to a 
cooperative agreement, to a State or Indian tribe upon request only 
if—
(1) such State or Indian tribe consents in writing to restrict 
the dissemination of the information to those who are directly 
involved in an audit or investigation under this Act and who 
have a need to know;
(2) such State or tribe accepts liability for wrongful disclosure;
(3) in the case of a State, such State demonstrates that such 
information is essential to the conduct of an audit or investiga­
tion or to litigation under section 204; and
(4) in the case of an Indian tribe, such tribe demonstrates that 
such information is essential to the conduct of an audit or 
investigation and waives sovereign immunity by express con­
sent for wrongful disclosure by such tribe.
(b) The United States shall not be liable for the wrongful disclo­
sure by any individual, State, or Indian tribe of any information 
provided to such individual, State, or Indian tribe pursuant to any 
cooperative agreement or a delegation, authorized by this Act.
(c) Whenever any individual, State, or Indian tribe has obtained 
possession of information pursuant to a cooperative agreement au­
thorized by this section, or any individual or State has obtained 
possession of information pursuant to a delegation under section 
205, the individual shall be subject to the same provisions of law 
with respect to the disclosure of such information as would apply to 
an officer or employee of the United States or of any department or 
agency thereof and the State or Indian tribe shall be subject to the 
same provisions of law with respect to the disclosure of such infor­
mation as would apply to the United States or any department or 
agency thereof. No State or State officer or employee who receives 
trade secrets, proprietary information, or other confidential infor­
mation under this Act may be required to disclose such information 
under State law.
STATE SUITS UNDER FEDERAL LAW
Sec. 204. (aXl) A State may commence a civil action under this 
section against any person to recover any royalty, interest, or civil 
penalty which the State believes is due, based upon credible evi­
dence, with respect to any oil and gas lease on Federal lands located 
within the State.
(2XA) No action may be commenced under paragraph (1) prior to 
90 days after the State has given notice in writing to the Secretary 
of the payment required. Such 90-day limitation may be waived by 
the Secretary on a case-by-case basis.
(B) If, within the 90-day period specified in subparagraph (A), the 
Secretary issues a demand for the payment concerned, no action 
may be commenced under paragraph (1) with respect to such pay­
ment during a 45-day period after issuance of such demand. If,
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during such 45-day period, the Secretary receives payment in full, 
no action may be commenced under paragraph (1).
P (C) If  the Secretary refers the case to the Attorney General of the 
United States within the 45-day period referred to in subparagraph 
(B) or within 10 business days after the expiration of such 45-day 
period, no action may be commenced under paragraph (1) if the 
Attorney General, within 45 days after the date of such referral, 
commences, and thereafter diligently prosecutes, a civil action in a 
court of the United States with respect to the payment concerned.
(3) The State shall notify the Secretary and the Attorney General 
of the United States of any suit filed by the State under this section.
(4) A court in issuing any final order in any action brought under 
paragraph (1) may award costs of litigation including reasonable 
attorney and expert witness fees, to any party in such action if the 
court determines such an award is appropriate.
(b) An action brought under subsection (a) of this section may be 
brought only in a United States district court for the judicial district 
in which the lease site or the leasing activity complained of is 
located. Such district court shall have jurisdiction, without regard to 
the amount in controversy or the citizenship of the parties, to 
require compliance or order payment in any such action.
(cXl) Notwithstanding any other provision of law, any civil pen­
alty recovered by a State under subsection (a) shall be retained by 
the State and may be expended in such manner and for such 
purposes as the State deems appropriate.
(2) Any rent, royalty, or interest recovered by a State under 
subsection (a) shall be deposited in the Treasury of the United States 
in the same manner, and subject to the same requirements, as are 
applicable in the case of any rent, royalty, or interest collected by an 
officer or employee of the United States, except tha t such amounts 
shall be deposited in the Treasury not later than 10 days after 
receipt by the State.
DELEGATION TO STATES
S ec. 205. (a) Upon written request of any State, the Secretary is 
authorized to delegate, in accordance witn the provisions of this 
section, all or part of the authorities and responsibilities of the 
Secretary under this Act to conduct inspections, audits, and investi­
gations to any State with respect to all Federal lands or Indian lands 
within the State; except that the Secretary may not undertake such 
a delegation with respect to any Indian lands, except with the 
permission of the Indian tribe allottee involved.
(b) After notice and opportunity for a hearing, the Secretary is 
authorized to delegate such authorities and responsibilities granted 
under this section as the State has requested, if the Secretary finds 
that—
(1) it is likely that the State will provide adequate resources to 
achieve the purposes of this Act;
(2) the State has demonstrated tha t it will effectively and 
faithfully administer the rules and regulations of the Secretary 
under this Act in accordance with the requirements of subsec­
tions (c) and (d) of this section; and
(3) such delegation will not create an unreasonable burden on 
any lessee,













(c) The Secretary shall promulgate regulations which define those 
functions, if any, which must be carried out jointly in order to avoid 
duplication of effort, and any delegation to any State roust be made 
in accordance with those requirements.
(d) The Secretary shall by rule promulgate standards and regula­
tions, pertaining to the authorities and responsibilities under sub­
section (a), including standards and regulations pertaining to:
(1) audits performed;
(2) records and accounts to be maintained; and
(3) reporting procedures to be required by States under this 
section.
Such standards and regulations shall be designed to provide reason­
able assurance that a uniform and effective royalty management 
system will prevail among the States. The records and accounts 
under paragraph (2) shall be sufficient to allow the Secretary to 
monitor the performance of any State under this section.
(e) If, after notice and opportunity for a hearing, the Secretary 
finds that any State to which any authority or responsibility of the 
Secretary has been delegated under this section is in violation of any 
requirement of this section or any rule thereunder, or that an 
affirmative finding by the Secretary under subsection (b) can no 
longer be made, the Secretary may revoke such delegation.
(f) The Secretary shall compensate any State for those costs which 
may be necessary to carry out the delegated activities under this 
section. Payment shall be made no less than every quarter during 
the fiscal year.
SHARED CIVIL PENALTIES
Sec. 206. An amount equal to 50 per centum of any civil penalty 
collected by the Federal Government under this Act resulting from 
activities conducted by a State or Indian tribe pursuant to a coopera­
tive agreement under section 202 or a State under a delegation 
under section 205, shall be payable to such State or tribe. Such 
amount shall be deducted from any compensation due such State or 






Sec. 301. (a) The Secretary shall prescribe such rules and regula­
tions as he deems reasonably necessary to carry out this A ct
(b) Rules and regulations issued to implement this Act shall be 
issued in conformity with section 553 of title 5 of the United States 
Code, notwithstanding section 553(aX2) of that title.
(c) In addition to entering into cooperative agreements or delega­
tion of authority authorized under this Act, the Secretary may 
contract with such non-Federal Government inspectors, auditors, 
and other persons as he deems necessary to aid in carrying out his 
functions under this Act and its implementation. With respect to his 
auditing and enforcement functions under this Act, the Secretary 
shall coordinate such functions so as to avoid to the maximum 
extent practicable, subjecting lessees, operators, or other persons to 
audits or investigations of the same subject m atter by more than one 
auditing or investigating entity at the same time.
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REPORTS
S ec . 302. (a) The Secretary shall submit to the Congress an annual 
report on the implementation of this Act. The information to be 
included in the report and the format of the report shall be devel­
oped by the Secretary after consulting with the Committees on 
Interior and Insular Affairs of the House of Representatives and on 
Energy and Natural Resources of the Senate. The Secretary shall 
also report on the progress of the Department in reconciling account 
balances.
(b) Commencing with fiscal year 1984. the Inspector General of the 
Department of the Interior shall conduct a biennial audit of the 
Federal royalty management system. The Inspector General shall 
submit the results of such audit to the Secretary and to the 
Congress.
STUDY OF OTHER MINERALS
S ec. 303. (a) The Secretary shall study the question of the ade­
quacy of royalty management for coal, uranium and other energy 
and nonenergy minerals on Federal and Indian lands. The study 
shall include proposed legislation if the Secretary determines that 
such legislation is necessary to ensure prompt and proper collection 
of revenues owed to the United States, the States and Indian tribes 
or Indian allottees from the sale, lease or other disposal of such 
minerals,
(b) The study required by subsection (a) of this section shall be 
submitted to Congress not later than one year from the date of the 
enactment of this Act.
r e l a t i o n  t o  o t h e r  l a w s
S ec . 304. (a) The penalties and authorities provided in this Act are 
supplemental to, and not in derogation of, any penalties or authori­
ties contained in any other provision of law.
(b) Nothing in this Act shall be construed to reduce the responsi­
bilities of the Secretary to ensure prompt and proper collection of 
revenues from coal, uranium and other energy and nonenergy 
minerals on Federal and Indian lands, or to restrain the Secretary 
from entering into cooperative agreements or other appropriate 
arrangements with States and Indian tribes to share royalty man­
agement responsibilities and activities for such minerals under 
existing authorities.
(c) Except as expressly provided in subsection 302(b), nothing in 
this Act shall be construed to enlarge, diminish, or otherwise affect 
the authority or responsibility of the Inspector General of the 
Department of the Interior or of the Comptroller General of the 
United States.
(d) No provision of this Act impairs or affects lands and interests 
in land entrusted to the Tennessee Valley Authority.
e f f e c t iv e  d a t e
Sec. 305. The provisions of this Act shall apply to oil and gas 
leases issued before, on, or after the date of the enactment of this 
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provision of this Act or any rule or regulation prescribed under this 
Act shall alter the express and specific provisions of such a lease.
FUNDING
Sec. 306. Effective October 1,1983, there are hereby authorized to 
be appropriated such sums as may be necessary to carry out the 
provisions of this Act, including such sums as may be necessary for 
the cooperative agreements, contracts, and delegations authorized 
by this Act: Provided, That nothing in this Act shall be construed to 
affect or impair any authority to enter into contracts or make 
payments under any other provision of law.
STATUTE OF LIMITATIONS
S ec . 307. Except in the case of fraud, any action to recover 
penalties under this Act shall be barred unless the action is com­
menced within 6 years after the date of the act or omission which is 
the basis for the action.
EXPANDED ROYALTY OBLIGATIONS
Sec. 308. Any lessee is liable for royalty payments on oil or gas 
lost or wasted from a lease site when such loss or waste is due to 
negligence on the part of the operator of the lease, or due to the 
failure to comply with any rule or regulation, order or citation 
issued under this Act or any mineral leasing law.
SEVERABILITY
S ec. 309. If any provision of this Act or the applicability thereof to 
any person or circumstances is held invalid, the remainder of this 
Act and the application of such provision to other persons or circum­
stances shall not be affected thereby.
TITLE IV—REIN STATEMENT OF LEASES AND CONVERSION 
OF UNPATENTED OIL PLACER CLAIMS
AMENDMENT OF MINERAL LANDS LEASING ACT OF 1920
Sec. 401. Section 31 of the Mineral Lands Leasing Act of 1920 (30 
U.S.C. 188) is amended by redesignating subsection (d) as subsection 
(j) and by inserting after subsection (c) the following new 
subsections:
“(dXl) Where any oil and gas lease issued pursuant to section 17(b) 
or section 17(c) of this Act or the Mineral Leasing Act for Acquired 
Lands (30 U.S.C. 351 et seq.), has been, or is hereafter, terminated 
automatically by operation of law under this section for failure to 
pay on or before the anniversary date the full amount of the rental 
due, and such rental is not paid or tendered within twenty days 
thereafter, and it is shown to the satisfaction of the Secretary of the 
Interior that such failure was justifiable or not due to lack of 
reasonable diligence on the part of the lessee, or, no m atter when 
the rental is paid after termination, it is shown to the satisfaction of 
the Secretary that such failure was inadvertent, the Secretary may 
reinstate the lease as of the date of termination for the unexpired 
portion of the primary term of the original lease or any extension 
thereof remaining at the date of termination, and so long thereafter
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as oil or gas is produced in paying quantities. In any case where a 
lease is reinstated under this subsection and the Secretary finds that 
reinstatement of such lease (A) occurs after the expiration of 
the primary term or any extension thereof, or (B) will not afford the 
lessee a reasonable opportunity to continue operations under the 
lease, the Secretary may, a t his discretion, extend the term  of such 
lease for such period as he deems reasonable, but in no event for 
more than two years from the date the Secretary authorizes the 
reinstatement and so long thereafter as oil or gas is produced in 
paying auantities.
*(2) No lease shall be reinstated under paragraph (1) of this 
subsection unless—
“(A) with respect to any lease tha t terminated under subsec­
tion (b) of this section prior to enactment of the Federal Oil and 
Gas Royalty Management Act of 1982:
“(i) the lessee tendered rental prior to enactment of such 
Act and the final determination that the lease terminated 
was made by the Secretary or a court less than three years 
before enactment of such Act, and 
“(il) a petition for reinstatement together with the 
required back rental and royalty accruing from the date of 
termination, is filed with the Secretary on or before the one 
hundred and twentieth day after enactment of such Act, or
‘‘(B) with respect to any lease tha t terminated under subsec­
tion (b) of this section on or after enactment of the Federal Oil 
and Gas Royalty Management Act of 1982, a petition for rein­
statement together with the required back rental and royalty 
accruing from the date of termination is filed on or before the 
earlier of—
“(i) sixty days after the lessee receives from the Secretary 
notice of termination, whether by return of check or by any 
other form of actual notice, or 
“(ii) fifteen months after termination of the lease.
“(e) Any reinstatement under subsection (d) of this section shall be 
made only if these conditions are met:
“(1) no valid lease, whether still in existence or not, shall have 
been issued affecting any of the lands covered by the terminated 
lease prior to the filing of such petition: Provided, however, That 
after receipt of a petition for reinstatement, the Secretary shall 
not issue any new lease affecting any of the lands covered by 
such terminated lease for a reasonable period, as determined in 
accordance with regulations issued by him;
“(2) payment of back rentals and either the inclusion in a 
reinstated lease issued pursuant to the provisions of section 
17(b) of this Act of a  requirement for future rentals a t a rate of 
not less than $10 per acre per year, or the inclusion in a 
reinstated lease issued pursuant to the provisions of section 
17(c) of this Act of a requirement tha t future rentals shall be at 
a rate not less than $5 per acre per year, all as determined by 
the Secretary;
“(3XA) payment of back royalties and the inclusion in a 
reinstated lease issued pursuant to the provisions of section 
17(b) of this Act of a requirement for future royalties a t a rate of 
not less than 16% percent computed on a sliding scale based 
upon the average production per well per day, at a rate which 
shall be not less than 4 percentage points greater than the 





















determination for competitive leases issued pursuant to such 
section as determined by the Secretary: Provided, That royalty 
on such reinstated lease shall be paid on all production removed 
or sold from such lease subsequent to the termination of the 
original lease;
“(B) payment of back royalties and inclusion in a reinstated 
lease issued pursuant to the provisions of section 17(c) of this 
Act of a requirement for future royalties a t a rate not less than 
16% percent Provided, That royalty on such reinstated lease 
shall be paid on all production removed or sold from such lease 
subsequent to the cancellation or termination of the original 
lease; and
“(4) notice of the proposed reinstatem ent of a terminated 
lease, including the terms and conditions of reinstatement, shall 
be published in the Federal Register a t least thirty days in 
advance of the reinstatem ent
A copy of said notice, together with information concerning rental, 
royalty, volume of production, if any, and any other m atter which 
the Secretary deemed significant in  making this determination to 
reinstate, shall be furnished to the Committee on Interior and 
Insular Affairs of the House of Representatives and the Committee 
on Energy and Natural Resources of the Senate at least thirty days 
in advance of the reinstatement. The lessee of a  reinstated lease 
shall reimburse the Secretary for the administrative costs of rein­
stating the lease, but not to exceed $500. In addition the lessee shall 
reimburse the Secretary for the cost of publication in the Federal 
Register of the notice of proposed reinstatem ent 
“(f) Where an unpatented oil placer mining claim validly located 
prior to February 24,1920, which has been or is currently producing 
or is capable of producing oil or gas, has been or is hereafter deemed 
conclusively abandoned for failure to file timely the required instru­
ments or copies of instruments required by section 314 of the 
Federal Land Policy and M anagement Act of 1976 (43 U.S.C. 1744), 
and it is shown to the satisfaction of the Secretary that such failure 
was inadvertent, justifiable, or not due to lack of reasonable dili­
gence on the part of the owner, the Secretary may issue, for the 
lands covered by the abandoned unpatented oil placer mining claim, 
a noncompetitive oil and gas lease, consistent with the provisions of 
section 17(e) of this Act, to be effective from the statutory date the 
claim was deemed conclusively abandoned. Issuance of such a lease 
shall be conditioned upon: '
“( l ) a  petition for issuance of a  noncompetitive oil and gas 
lease, together with the required rental and royalty, including 
back rental and royalty accruing from the statutory date of 
abandonment of the oil placer mining claim, being filed with 
the Secretary—
“(A) with respect to any claim deemed conclusively aban­
doned on or before the date of enactment of the Federal Oil 
and Gas Royalty M anagement Act of 1982, on or before the 
one hundred and tw entieth day after such date of enact­
ment, or
“(B) with respect to any claim deemed conclusively aban­
doned after such date of enactment, on or before the one 
hundred and twentieth day after final notification by the 
Secretary or a court of competent jurisdiction of the deter-
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mination of the abandonment of the oil placer mining 
claim;
“(2) a valid lease not having been issued affecting any of the 
lands covered by the abandoned oil placer mining claim prior to 
the  filing of such petition: Provided, however. That after the 
filing of a petition for issuance of a lease under this subsection, 
the Secretary shall not issue any new lease affecting any of the 
lands covered by such abandoned oil placer mining claim for a 
reasonable period, as determined in accordance with regula­
tions issued by him;
“(3) a requirement in the lease for payment of rental, includ­
ing back rentals accruing from the statutory date of abandon­
m ent of the oil placer mining claim, of not less than $5 per acre 
per year,
“(4) a requirement in the lease for payment of royalty on 
production removed or sold from the oil placer mining claim, 
including all royalty on production made subsequent to the 
statutory date the claim was deemed conclusively abandoned, of 
not less than 12V2 percent; and
“(5) compliance with the notice and reimbursement of costs 
provisions of paragraph (4) of subsection (e) but addressed to the 
petition covering the conversion of an abandoned unpatented oil 
placer mining claim to a noncompetitive oil and gas lease. 
“(gXl) Except as otherwise provided in this section, a reinstated 
lease shall be treated as a competitive or a noncompetitive oil and 
gas lease in the same m anner as the -original lease issued pursuant 
to section 17(b) or 17(c) of this Act.
"(2) Except as otherwise provided in this section, the issuance of a 
lease in lieu of an abandoned patented oil placer mining claim shall 
be treated as a noncompetitive oil and gas lease issued pursuant to 
section 17(c) of this Act
“(h) The minimum royalty provisions of section 17(j) and the 
provisions of section 39 of this Act shall be applicable to leases 
issued pursuant to subsections (d) and (0 of this section.
“(iXl) In acting on a petition to issue a noncompetitive oil and gas 
lease, under subsection (f) of this section or in response to a request 
filed after issuance of such a lease, or both,' the Secretary is author­
ized to reduce the royalty on such lease if in his judgment it is 
equitable to do so or the circumstances w arrant such relief due to 
uneconomic or other circumstances which could cause undue hard­
ship or prem ature termination of production.
“(2) In acting on a petition for reinstatem ent pursuant to subsec­
tion (d) of this section or in response to a request filed after 
reinstatem ent, or both, the Secretary is authorized to reduce the 
royalty in tha t reinstated lease on the entire leasehold or any tract 
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ment, there are uneconomic or other circumstances which could 
cause undue hardship or premature termination of production; or 
because of any written action of the United States, its agents or 
employees, which preceded, and was a major consideration in, the 
lessee's expenditure of funds to develop the property under the lease 
after the rent had become due and had not been paid; or if in the 
judgment of the Secretary it is equitable to do so for any reason.".
Approved January 12,1983.
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Department of the 
Interior
Minerals Management Service
30 CFR Parts 210, 212, 217, 218, 219, 
223, 229, 241, and 243 
Implementation of the Federal Oil and 
Gas Royalty Management Act of 1982; 
Final Rule
37336 Federal Register / Vol. 49,
DEPARTMENT OF THE INTERIOR
Minerals Management Service 1
30 CFR Parts 210, 212, 217,218,219, ' 
228, 229, 241, and 243
Implementation of the Federal Oil and 
Gas Royalty Management Act of 1982
a g e n c y : Minerals Management Service 
(MMS), Interior. 
a c t i o n : Final rule.
s u m m a r y : This final rule implements in 
part the Department of the Interior’s 
authorities under the Federal Oil and 
Gas Royalty Management Act of 1932, ' 
which was enacted to ensure that all oil 
and gas produced on Federal and Indian 
lands is properly accounted for and that 
all revenues resulting from that 
production are collected and distributed ~ 
properly. This rulemaking applies only 
to those sections of that Act that 
establish the duties and responsibilities 
of the Minerals Management Service 
Royalty Management Program.--- 
EFFECTIVE d a t e : October 22,1984:
4 ADDRESS: Any inquiries should be sent 
to: Deputy Associate Director for 
Royalty Management Policy, Minerals 
Management Service [MS 660), 12203 
Sunrise Valley Drive, Reston, Virginia 
22091.
FC*R FURTHER INFORM ATION C O N TA C T :
Orie L  Kelm (7G3) 860-7511, (FTS) 928-
-  7511.  ̂ ^  v •
SUPPLEM ENTARY IN FO R M A TIO N : The 
principal author of this rulemaking is . 
Robert E. Boldi, Associate Director for
Royalty Management, MMS^ ^
•« * <
L Background ..
--  In mid-1981, the Secretary of the _  
Interior appointed the Commission on 
Fiscal Accountability of the Nation's ’ 1 
Energy Resources (Commission) which 
produced a report in January 1982 ~ •f
making 60 specific recommendations-for 
improvement to DOr« r o y a l t y . .  r. 
management effort, Including improved - 
Accounting, stricter penalty provisions 
for noncompliance, enhanced site 
security requirements on Federal and 
Indian leases, and new methods of 
seeking out and preventing potential oil 
theft The Commission recommended in - 
its final report that the Administration 
introduce legislation to implement those 
Commission recommendations which 
were not authorized by law and to 
update those statutory provisions which 
had become outmoded over the years.
The Federal Oil and Gas Royalty 
Management Act of 1982 (Pub. L  97-451, 
30 U.S.C. 1701 et s e q and subsequently 
referred to herein as “the Act”) serves 
as the culmination of the efforts of the
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Department of the Interior to improve 
.the processes by which it collects and 
accounts for bonuses, rents, and 
royalties on Federal and Indian oil and 
gas leases.
On September 2a 1983 (40 FR 42902), 
the MMS issued proposed regulations to 
implement its new authorities under the 
A c t Prior to publishing this proposed - 
rule, the MMS held extensive informal 
meetings with producers, States, Indian 
tribes, and other affected groups to - 
receive the maximum possible input on 
the form of the regulations. In response 
to the proposed rulemaking, the MMS 
received comments from 29 lessees and 
other interested persons. All of these - -  
comments were considered carefully in 
preparing these final regulations; “ ‘ '
Included in this preamble is a discussion 
of the important comments on a section- 
by-section basis. V*
These rules are not the only rules to 
be issuec! under the A ct As the MMS ;  
gains experience with compliance" >1 ' 
problems under the new Auditing and' 
Financial System (AFS) and the 
Production Accounting and Auditing 
System (PAAS), it intends to propose 
additional enforcement and penalty 
regulations. Other changes to (he rules 
implemented today also may be . . 
necessary. ’ -
Moreover, the MMS is not the only 
part of DOI with responsibilities under 
the A ct The MMS regulations concern 
royalty on oil and gas production and 
the collection, accounting, and _1 
distribution of royalty and rental 
payments from Federal and Indian 
lands. Regulations dealing with other 
topics within the Act (e.g. lease 
management and site security) are '  . 
issued by other offices of DOL On  
September 16,1983 (48 FR 41738), the : 
Bureau of Land Management (BLM) 
issued proposed rules pertaining to its — 
responsibilities under the A ct Final - 
. rules are being issued concurrently with 
-these rules. ^  \ r
IL Summary of Rules Adopted^.
_ The following sections summarize the . 
most significant provisions of the ' -  -  ^
regulations being adopted today. Most".-.7 
of the rules being adopted are ~ v - ' r 
substantially the same as the proposed 
rules. Therefore, much of the discussion* r 
in the preamble to the proposed rules 
applies to the final rules. Where 
significant changes are being made to 
the final rules, they are discussed in this 
preamble.’ '
Part 212. The provisions of Part 212 , J;" 
authorized by Section 103 of the Act, , 
reaffirm required recordkeeping, *
including requirements for the X  ^
submission of certain data to MMS.
This part indicates the types of 
records which must be maintained by 
the lessee, operator, revenue payor, or 
other person, establishing that these 
records must be maintained for a 6-year 
period. A  further requirement of this 
Part is that records be maintained in - 
paper or in a reproducible form such as 
microfilm, microfiche, or electronic 
imagery, and be available for inspection 
and review on a ready basis. Records to 
be maintained also include computer . 
programs, automated files and systems 
support documentation.
Part 217. This part is authorized by 
Section 10 1 -of the Act and establishes • 
the authority of the Secretary to carry 
out audits on all aspects of the 
performance of lessees, operators, 
revenue payors, and other persons 
(including third parties) under the terms 
of Federal and Indian oil and gas leases.' 
The part also establishes priority for the 
reconciliation of all lease accounts • - 
specifically identified by a State or 
Indian tribe as having a significant . 2 
potential for underpayment -
Part 218. The provisions of Part 218, ' 
authorized by Sections 102,103, and 1 1 1  
of the A ct deal with the timing and 
method of royalty payments and *. . 
establishment of regulations for the ' 
submission of royalty payments under 
the new Auditing and Financial System - 
(AFS) being operated by MMS at its 
Royalty Management Accounting Center 
(RMAC) in Lakewood, Colorado.
In addition, this part establishes 
provisions for the payment of interest v 
charges for late or underpaid royalty 
payments and identifies the way in 
which such interest charges will be 
calculated. .
A  charge of $10.00 may be assessed 
for reports not received by MMS by the" . 
designated due date. A  chajge of $10.00 
may also be assessed for reports that 
are received by the due date but are* 
incorrect. For_purposes of the Auditing 
and Financial System (AFS), a report is 
defined as each individual required J 
transaction code for each Accounting : 
Identification Number (AID), Product 
Code, and Selling Arrangement
This part further indicates that States 
will be exempted from interest or 
"penalties found to be payable by the 
DOI to small refiners if it is determined 
that DOI failed to comply with the '  
Emergency Petroleum Allocation Act of 
1973 with respect to crude oil taken by * 
the Secretary as in-kind royalty oil and 
then sold to small refiners under the 
provisions of the Mineral Leasing Act or 
the Outer Continental Shelf Lands A ct  
' This part further clarifies that when 
the Department, as a result of litigation • 
or a negotiated settlement, pays a claim
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Jting from alleged failure to comply 
ib the Emergency Petroleum 
nation Act of 1973, as amended, the 
rtion of that claim which can be 
^tified as having been paid to a State 
jer the chared royalty provisons of 
, Mineral Leasing Act of 1920  will be 
jucted from future share revenues to 
paid to the State until the State’s 
are of that claim has been satisfied, 
part 219. The regulations for this part 
^orized by Sections 104 and 105 of .
, Act deal with the timing and 
yinent to States and Indian tribes of 
,jr share of MMS collected royalties,
•jts, and bonuses, and establish the • 
ms under which interest will be paid 
i State if mineral revenues are not 
sbursed promptly, by MMS, in accord 
tb the A ct \
fhis part also describes the types of 
?orts which will be provided to States 
d Indian tribes, identifying the source 
and amounts distributed to the States 
A Indian tribes on a monthly basis.
Part 228. This part authorized by 
ction 202 of the Act establishes 
^visions by which States and Indian 1 
bes may enter into cooperative - 
cements with DOI to conduct audit 
dvities. Under the provisions of the 
Rations, 50 percent of the cost of 
operative activities carried out under 
.5 part would be reimbursed by the 
•partment The 50 percent share 
jvided by the State or Indian tribes 
n be provided in cash or in the way of 
kind contributions as defined in 
nnal Government accounting 
actices. ~ ~ '
Under these regulations, a cooperative 
reement is for a period of 3 years with 
possible extension of an additional 3  - 
ars if mutually agreed to by both ~ 
rhea. The regulations also indicate 
it a State may concurrently cany out 
tivities under both Sections 202 and 
5 of the A c t
The proposed rulemaking contained a 
ovision allowing the Secretary to 
jease funding to a level of 100% for 
operative agreements with certain . 
iian tribes showing extreme need, ■- V* 
xm reflection, it was decided that the 
eds to administer such a provision 
mid create an administrative .
Atm are which would be self-defeating 
the coopreative provisions of the A c t  
Discussion with representatives of 
iian tribes who have indicated an 
erest in pursuing cooperative —  
reements under this part indicate 
Uingness to participate at the 50%
'el assuming the acceptance of in-kind 
ntributions which are authorized by . 
rnr provisions of this part Therefore,
- provisions authorizing 100% funding 
* been dropped from the final ^  
filiations. [  ̂ . r
These regulations also indicate, as 
provided in Section 206 of the A c t that 
50 percent of any civil penalty collected 
by MMS under the activities authorized 
by  Sections 202 and 205 of the Act will 
be shared with States or Indian tribes. 
However, the amount of that civil 
penalty will be deducted from the 
Federal share of any funding provided 
for in a cooperative agreement with a 
State of Indian tribe or a delegation of 
authority to a State.
These regulations also establish that 
funding under the provisions of Sections 
202 and 205 of the Act is subject to the 
availability of appropriations.
Part 229. This part, authorized by 
Section 205 of the A c t establishes 
regulations dealing with the delegation 
of certain authorities to the States to 
conduct investigations and audits with 
respect to all Federal lands within a 
State and to those Indian lands for ' ' r - 
which the State has received specific 
delegation of authority from the tribe or 
from individual Indian allottees.
These regulations establish "
requirements for factfinding and 
hearings on the part of the Department 
before a delegation is made to a 
particular State. These regulations 
specify that the term of delegation is for 
a period of 3 years with a possible 
extension for an additional 3 years on 
the mutual agreement of both parties. 
Requirements for recordkeeping and 
reporting from States involved in a 
delegation are also included as well as a 
provision for an annual audit of the 
State’s activities carried out under the 
provisions of the delegation.
As required by the Act, allowable 
costs incurred by the State under the 
delegation of authority will be - 
reimbursed 100 percent by the Federal ^  
Government . > . * ^
Parts 228a n d 229. Section 203 of the 
Act authorizes regulations establishing 1 
the types of information which can be / : 
provided to States and Indian tribes ' — 
under a cooperative arrangement r  
dealing with the sharing of trade secrets 
and proprietary and confidential _. . . 
information. - x
P art 241. The regulations for Part 241, 
authorized by Section 109 of the Act, . 
establish the process for the assessment 
and collection of civil penalties.
The primary intent of the penalty 
process is to elicit, to fee greatest extent 
possible, voluntary compliance with 
MMS paying and reporting requirements 
as reflected by low error rates and 
timely paying and reporting. ' c.v
Part 243. The purpose of this section is 
to provide and appeal mechanism for 
any MMS Royalty Management Program 
order or directive.. -v t
S ections o f the A c t fo r which  
regulations have not been form ulated. 
There are a number of provisions of the 
Act for which specific regulations have 
not been formulated because the 
statutory language itself is self- '* 
explanatory or the language of the Act is 
advisory and does not require regulatory 
language to implement it  In other - N 
instances, the Department will reference 
an existing regulation as meeting the 
requirements of the A c t
R elationsh ips to o th er sta tu tes an d  
regulations. Regulations are being * 
issued by two separate bureaus of DOI: 
therefore, certain provisions of the Act - 
will ultimately be implemented by  
regulations found in 43 CFR and 30 CFR 
Subchapter B (the offshore operating . 
regulations) as well as in this ; 
Subchapter A  of 30 CFR which, when 
fully completed, will provide a ' -
compendium of regulations relating to 
the royalty management process.
The subpart letter designations of the 
regulations indicate applicability to. * 
onshore or offshore jnatters, of both. 7*. *
13L Comments Received on Proposed 
Rules— Genera!/'— .
The proposed rulemaking published. 
September 20,1983, provided for a_30-v . 
day public comment period which ended 
October 20,1983. All comments received 
during that time period are addressed in 
this section, and the text of these 
. regulations has been changed Vo reflect 
comments as appropriate. . -
Tw o commentors felt that the 38-day 
comment period was too short Since the 
MMS conducted extensive informal . % 
discussions with many interested * *- 
parties prior to formulating the proposed 
rules, a longer formal public comment -  
period was not considered necessary.
One commentor stated that the r ; t ■ 
regulations should be prospective rather 
than retroactive. . ^  *
The M M S agrees and the regulations 
are prospective with the exception of 
-audits and certain appeals procedures. * 
Audita, by their very nature.' must :: 
involve looking bade at historical • 
records. See preamble $ 243-2 for 
explanation of retroactive application to 
appeals.
One commentor objected to the -  - 
burden that the rules will place on small 
nonoperating lessees and royalty  ̂ - 
payors, particularly the reporting and 
paying requirements. ' • '
L essees and royalty payors may elect 
to have the operator or purchaser submit 
the required payments and reports to ; • 
MMS. However, as required by the A c t  
those assuming paying and reporting^ - 
obligations must comply with M M § * 
reporting and paying requirements. •
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Further, the lessee will remain 
ultimately responsible for all payments 
and reports from the lease;
IV. Comments Received on Proposed 
Rules—Specific by Section _ "
Part 210—Forms and Reports ~
Section 210.51 Payor inform ation  
form s. Ten commentors found difficulty , 
with the timing of reporting 
requirements (submission of Form 
. MMS-4025). Most of these commentors 
noted that the requirement for 
submission within 30 days after 
issuance of a new lease or a change in 
the paying responsibilities of the lease 
conflicts with § 218.52 which requires 
notification within 60 days rather than 
30 days. AD commentors favored the 
_ longer 60-day period*
The MMS‘s new computerized 
Auditing and Financial System (AFS) 
'cannot properly track payment 
responsibilities without current and. - 
accurate Form MMS-4025 data. * ,
Consequently, the MMS must receive 
these forms within 30 days as required 
at § 210.51. The MMS understands that 
all the data required on Form MMS-4025 
cannot always be provided within 30 
days, especially in the case of newly 
issued leases. Nevertheless, the MMS 
will require the submittal of that form 
with the best data available at the time 
of submittal (at a minimum, MMS must 
be told who is to be the interim 
designated payor). An amended 
resubmittal should be made at a later 
date when lessee/payor responsibilities 
. are changed. Section 218.52 has been 
revised from 60 days to 30 days to 
conform with 5 210.51.
Section 210.52 Report o f sa les and  
roya lty  rem ittance. Four commentors 
suggested that changes be made to this 
section to permit early payments.
The MMS agrees and this has been 
done. ' ~
. One commentor suggested that the '  ~ 
requirement for payment and reporting 
by the end of the second month be - 
extendecfto the First business day of the 
follow ing month, when the last day of 
the month falls on a weekend or - 
holiday/ r - *
The MMS had to revise fhis section to 
eliminate the confusion that was 
associated with different time 
requirements for payment and payor 
information forms. The revised $ 210.52 
now requires payment by the end of the 
month following the production month.' 
No extension to the succeeding month -  
will be permitted. . -
jDne commentor recommended 
changing the section to restrict its -  
applicability to rentals from MMS- 
managed leases and to exclude former
BLM leases from Form MMS-2014 and 
electronic funds transfer requirements.
The MMS agrees in principle with the 
comment In April 1984, MMS assumed 
responsibility-for the collection of ’ 
rentals on nonproducing onshore ’
Federal leases. A  new accounting 
system, the Bonus and Rental 
Accounting Support System [BRASS), 
was developed to account for all 
nonproducing leases. Eventually, most 
nonproducing leases on which rentals 
are being paid will be moved to the 
BRASS system, eliminating the need for 
the submission of the Form MMS-2014 
for rentals from nonproducing leases. In 
the interim, those nonproducing leases ' - 
maintained in the AFS will require the 
submission of Form MMS-2014.
Electronic Funds Transfer (EFT) will not 
be required for the payment of rentals, 
except for first year rentals paid with ~ 
the four-fifths portion of the offshore 
lease bonus bids. T* \
One commentor stated that, contrary 
to this regulation, payments must 
continue to be made by the end of the 
first month following the production . 
month due to the terms of existing 
leases. , • *
The MMS has revised this part to 
require payment by the end of the first 
month following the production month.
One commentor stated that Form 
MMS-2014 reporting requirements . 
should be expanded to permit 
submission of the data via magnetic - 
tape. * . „
MMS agrees and the required wording 
change has been made.
Part 212—Records an d  F iles 
M aintenance
» \  * * ■
- Section 212.50 R equired  • 
recordkeeping an d  reports. Three 
commentors addressed the 6 -year 
requirement for recordkeeping. One 
favored it; a second objected to Has 
being too long; and the third suggested 
that MMS not have a policy to audit back 
more than 2 years since older records 
would be buniensome to retrieve.
The 6-year recordkeeping requirement 
is provided by Section 103(b) of the A ct  
A  2-year limitation is impractical and i 
incompatible with statute of limitation 
requirements found in Federal and State 
law. , ~ y  -! •
Section 212.51 R ecords and file s  
maintenance. One commentor stated 
that N TL -4 ,1A, and 5 and the Act as 
shown in paragraph (a) should not be 
referenced for recordkeeping - -- *'
requirements. Rather, the commentor 
states the recordkeeping requirements 
given at those locations should be fully 
spelled out in these regulations. 4 - *
Subsequent changes^o the Royalty 
Management regulations will : 
incorporate the records and files 
maintenance requirements of existing 
orders and notices. ' %
One commentor responded favorably 
to the provision in paragraph (b) that; 
lessees and operators are only required , 
to retain payment records for the period 
that the recordholders have paying or 
operating responsibility on the lease. A  ' 
second objected to this provision stating 
that lessees should always be -
responsible for complete recordkeeping 
for the full 6-year period and also that 
operators or other persons required to 
keep records generated during the time . 
they had paying or operating experience . 
be required to keep records for the full 
6-year retention period. '1 ' .
Upon reexamination of the wording of 
paragraph (b), MMS has changed the - 
text of the final regulation. All records - 
pertaining to the lease must be retained . 
for a period of 6 years even if paying or 
operating responsibilities have ceased. - 
However, the lessee or operator remains 
responsible only for the records 
generated during its period of operating • 
or paying responsibility. The text of the 
subsection has been revised 
accordingly, MMS has also changed .* -  
paragraph (c) by adding 'the term ' 
"revenue payor" to make clear that any 
person or entity who makes mineral i 
revenue payments to MMS, but has no *. 
other obligations under the lease, is  ̂ .. 
covered by these regulations. -
Three commentors stated that a 
reasonable period of time should be 
permitted for producing records since - 
historical records are often stored f 
offsite, w ; ‘ : - r . T .  - v-
MMS agrees and the wording ^as *. ’ 
been changed accordingly in paragraph
(c) of § 212.51. *....-  - v \  _
Part 217—A udits an d Investigations' \
Section 217.50 A udits o f records.
Three commentors stated that words : 
should be added to this section * •  <’>* ■ 
indicating that no more than one .. 
auditing or investigating entity should 
be conducting an audit at the same time 
as required by Section 301 of the A ct _
Section 301 of the Act "recommends" ' 
that care be taken to prevent multiple "•* 
audits by different entities (MMS* •{ 
States, OIG, etc.) from taking place - 
concurrently. However, it does not * ' 
prohibit such concurrent audits. In : * * 
conformity with the Act, it is the policy 
of MMS to avoid concurrent or"̂  
uncoordinated audits, if possible. MMS 
feels it is unnecessary to state this in the 
regulations.
One commentor suggested that MMS ' 
consider a policy of auditing lease V ’
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jecords within 24 months after the end 
of the reporting period to be audited. It 
was claimed that audits going back 
more than 2 years are too burdensome, 
especially respecting records retrieval- 
_ MMS will make the audits as current 
as possible but the 6-year audit cycle is 
in keeping with standard industry and 
Government auditing practices.
One commentor suggested adding the 
words “during the time period set out in 
§ 212.5Q,” to the end of die paragraph to 
clarify that audits will not look back 
further than the recordkeeping 
requirements.
The MMS will not audit further back 
than records are required to be 
maintained unless the recordholder has 
been notified in writing of a continued 
investigation or audit which requires 
v that the records be maintained for a 
longer period of time. Paragraph (b) of 
§ 212.51 gives sufficient clarification.
One commentor stated that audits 
should be final so that reaudits ~would 
be neither necessary nor authorized by 
MMS. . ’ • ; *
MMS agrees that normal practice dqes 
not require reaudits, but cannot state 
that there will never be reaudits.
One commentor stated that 180-days’ * 
notice of audit should be given along 
with information about what specific 
items will be audited.
A  6-month notice requirement of an 
impending audit is unreasonable. MMS 
will give reasonable time for furnishing 
records, depending on the circumstances 
of each audit
Section 217.51 Lease account 
reconciliation. One commentor stated 
that the same time constraints should 
apply to MMS for lessee oveipayments 
as apply to lessees for underpayments jn 
regard to reconciliation of lease, 
accounts. : —
MMS has a program for reconciling all 
lease accounts with open balances 
within a specified period of time. All 
overpayments, as well as 
underpayments, will be resolved as a 
result of that program. *
See comments on § 218.54 for further 
discussion. c
- Part 215— Collection o f Royalties, - 
Rentals, Bonuses, and Other Monies 
Due the Federal Government /  c -—
Section 218J10 Timing o f p a ym en t A  
total of 20 comments were received 
concerning this issue in paragraph (a). 
Nineteen commentors supported the 
proposed change to 60 days in the 
payment cycle and suggested that the 
GCUlay cycle be made applicable to all 
Federal and Indian oil and gas leases. 
One commentor objected to the .r 
extension of time from 30 to 60 days for 
payments on leases.^/; •_ - . v ^
The commentors in favor of the 60-day 
payment period would all benefit 
financially from such an extension. The 
Federal Government, Statesand Indian 
tribes would suffer a loss of substantial 
revenues. The Government’s original 
proposal to extend the payment period 
was prompted by its desire to obtain 
more accurate reporting and payment 
data from lessees/payore. This was 
consistenFwith the recommendations of 
the Commission on Fiscal 
Accountability of the Nation’s Energy 
Resources. However, because the huge 
loss of revenue to the Federal 
Government, States, and Indian tribes 
would be so significant as compared to 
an unknown higher degree of accounting 
accuracy, the MMS will not extend the 
payment due date as proposed. The 
MMS will rely on a system of 
assessments for incorrect or late 
reporting and paying. This final 
regulation is in agreement with present 
lease payment terms, * .V 
One commentor stated that $ 218.50(b) 
was not clear as to whether separate 
royalty checks or EFT payments would 
be required for Indian allotted leases 
and for Indian tribal leases.
MMS has made the required clarifying 
change now found at § 218.51(0. . ..
One commentor stated that the word 
“payment” should be inserted instead of 
“royalty” at subparagraph (b)(2) of 
5 218.50, because Indian tribes receive 
payments other than royalties.
MMS agrees and this has been done 
and moved to paragraph (f) of 5 218.51. .
One commentor questioned if the term 
“format” included in subparagraph
(b)(3) refers to Form MMS-2014. ....
The word “format” as used in this 
^subparagraph (now 5 218^1(f)(2)) does 
refer to Form MMS-2014* . . .
Section 21Q.51 M ethod o f paym en t 
Three commentors requested a change 
in the text of paragraph (a). Specifically, 
they asked that we delete the proposed “ * 
language which was in parentheses: -... 
“(OCS bonuses. . .o f the Part)” and 
replace it with a new $ 218.51(c) 
referencing 30-CFR 218.155 (formerly 30 
CF*R 256.13) which would clarify that - 
payments on nonproducing leases are 
not required to be made by EFT, •
MMS has made a clarifying change. 
However, a new subsection (c) for this 
purpose was not deemed necessary.
Two commentors were confused 
about rental payments for onshore non­
producing leases. One contended that , 
they are to be made to BLM (as required^ 
'by lease terms) and the other was not 
sure whether they were to be made to 
BLM or to MMS and, if to MMS, to, r 
which MMS office. * - - * ' :
Changes that have been made to the 
section should eliminate that confusion.
Beginning in April 1984, all rental 
payments on all nonproducing Federal 
leases, except first year rentals and 
bonuses for onshore leases and except 
for the six excepted land categories 
listed below, will be paid to M M S- 
RMAC at Lakewood, Colorado. The six 
excepted land categories are: Coos - 
Bay— Wagon Road; Oregon and 
California Grant Lands; Alaska National 
Petroleum Reserve; Taylor Grazing Act 
Districts; BLM National Grasslands; and 
South half of the Red River— Oklahoma 
Lands. . - \ <
One commentor suggested that ; *. 
nonproducing lease rental payments be 
excluded from the EFT requirements.
This has been done. However, such 
payments can be made by EFT at the 
option of the payor, if approval is 
obtained prior to use of EFT from the 
MMS-RMAC in Lakewood, Colorado.
One commentor stated that there was 
confusion about the payment level for 
determining the $50,000 threshold for - 
making payment by EFT. Another r „ * 
commentor objected to combining 
multiple lease payments to reach an* 
aggregate amount , *'■ i
Payment level is to be determined by 
payor number. Whenever the aggregate 
amount of royalties due on a given day 
for a single payor (any entity assigned a 
payor number by MMS) equals or „ 
exceeds $50,000, the payment m ust be 
made by EFT.
One commentor stated that the . 
amount triggering the EFT payment v 
requirement should be $100,000 not * 
$50,000. Another commentor stated that 
all payors should be allowed to make, 
payments by any payment method they 
choose providing the payment is timely 
and in the proper amount .
Neither of the above two comments 
are acceptable to MMS since the intent l 
of requiring payment of amounts of “r 
$50,000 or more by E FT is to ensure the * 
earliest availability of funds to the U.S. 
Treasury, /- •
Tw o commentors recommended that- 
the list of alternative methods for 
remittance of less than $50,000 in - 
paragraph (b) include payment by 
means of EFT. ' .
The MMS agrees and payment by EFT 
has been included as an alternative * 
optional method for amounts under 
$50,000. _ " .  • -
One commentor stated that paragraph 
(b) is unclear as to whether payments 
could include combined payments from 
more than one lease. v
Payments could include combined 
payments from more than one lease. See 
paragraph (f)(2) of 5 218.51 of the final 
rule.
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Section 218*52 Designated payor.
Five commentors noted that the 
proposed 60-day period for notifying 
MMS of paying responsibility or any 
change in paying responsibility confficti 
with the 30 day reporting period at 
§ 210.5L
This section has been amended to 30 
days to conform to 5 210.51 
requirements. For an explanation of (he 
30-day requirement, see the discussion 
of comments on 5 210.51 given above.
One commentor contended that in the 
case of joint lessees, no single lessee 
must be assigned as the "designated 
payor.”
The MMS must have a “payor" or 
“payors" assigned for the proper 
operation of its new computerized - . 
accounting system. ■„. *
Section 218.53 D i vision o f  in te re s t 
Eight commenters stated that MMS 
should change the provision that • 
division of interest documents be ... 
submitted at the end of the second 
month following the “date of the 
contract" to the end of the second month 
following the "date of the first . 
production orsale," since industry 
practice is not to prepare such 
documents until production is imminent, 
particularly in the case of gas.
Four commentors suggested that the 
time period be extended from 60 days -  
[end of second month] to 120 days for 
submission of division of interest 
documents to allow time to resolve 
problems of title documentation.
One commentor felt that the reference 
relating division orders to “contracts for 
sale of products” is rmsleading. 
“Contracts for sale of products," the 
commentor states, are not always 
identical to division orders describing ^  
the leasehoJdersflnteresf in the le a s e .' 
This commentor also felt that the' : 
submission of Farm MMS-40Z5 under 
S 210.51 should provide sufficient ' 
information and make the submission of 
division of interest document* -  
unnecessary.
Four commentors stated that all State . 
laws do not require division of interest 
documents. . J V -.
In view of comments received on thia 
issue, MMS will not indude the specific 
requirements for submission of Division
ri hitprp_qt thin  ̂ " •“ •
rulemaking. . _ : ; J
Section 21854 Late paym ents a n d  
underpayments. One commentor 
suggested that the regulations be 
modified to specify that late payments 
and underpayments be determined al 
the Accounting Identification Number 
(AID) leveL  ̂ i. '
MMS disagrees; late payments and , 
underpayments are assessed at the AID, 
product code, and selling arrangement
levels. If all lines on a Form MMS-2014 
are paid late, then the late payment 
billing is rolled up to reflect that the 
entire Form MMS-2014 is late, rather 
than identifying every line as being late.
In those instances where only certain 
lines on Form MMS-2014 are reported 
and paid late, the late payment billing 
identifies each late linL 
Two commentors stated that the same 
rules and interest rates should apply to 
overpayments as to underpayments.
One other commentor suggested that 
overpayments be credited against 
underpayments before assessing any 
penalties or interest 
In those instances where estimated 
payments exist, a payor's reported 
royalties are compared with estimated 
payments an interest is billed where 
royalties exceed estimate. In that 
process, overpayments and 
underpayments are netted at the payor 
level for Federal leases and at the lease 
level for Indian leases prior ta  _ 
calculating interest. In those instances 
where estimates do not exist however, 
each AID is independently reviewed for 
late payment There is no offsetting in 
that case. :
One commentor suggested that the 
interest not be assessed on late payment 
or underpayments when they are not the 
fault of the lessee.
MMS agrees. If a late payment or 
underpayment is not the fault or the 
lessee in the judgment of MMS, 
assessment of interest will be waived.
One commentor suggested that the 
word “daily" be added after the word 
“computed” fn paragraph (c) of the 
proposed ndc. - ' x ~
MMS agrees that daily compounding ^ 
of interest for late payments end under 
payments is required by Section 6621 of - 
the Internal Revenue Code.
Section 218.55 Interest paym ents to 
Indians. One commentor stated that 
since Indians will be receiving payments 
other than royalties, the term "monies^
- should replace the term "royalties” in_
paragraph [a) of § 21R S T “ v./'  I- .
Revised paragraph faj reads: “AH 
interest collected from late payments on
' Inchan tribal or allotted leases wfH be 
paid to the tribe or effoftee." 1“/  
Section 218.58 Assessm ents for
- incorrect or la te  reports and failure to 
report Eight comments concerning 
proposed paragraphs [a] and [bj staled 
that the penalties were loo severe 
because of the line-by-line cumulative/ 
additive nature of the proposed system. 
One comment stated that the penalties 
were too small at $10.00 per day and 
that they should be increased to $50.00 * 
per day and be made mandatory, not
The MMS has decided to retain the - 
rule as proposed except for . ^
nomenclature changes believing that 
conscientious payors will not commit . 
sufficient errors to become unduly 
burdened by assessments while careless 
payors will be encouraged to improve 
their paying and reporting by the levying 
of assessments in a consistent and * u. - 
progressive manner. The commentor. 
believing the assessments were to* 
small apparently failed to note the Has- 
by-line emulative/additive nature of the 
system. ' j  . - ■ ~ •
Four commentors slated that this * \ 
section should be deleted because any 
civil penalty authority of the Secretary-1 - 
related to royalty payment and 
accounting has been subsumed into ✓  
and/or preempted by Section 109 of the * 
A ct ^  '
MMS disagrees with -this ' . ^ ' c o •
interpretation of the Act. Section 304(a) 
of the Act provides (hat the penalties; ~ 
and authorities of the Act are - T - -  >- • 
supplemental to, and not m derogation 
of, any penalties or similar authorities in 
other laws. The Secretary’s authority for-- 
the assessments provided by §218.56 is 
derived not from the Act, but from the '. 
Secretary’s responsibilities to ' 
administer the Mineral Leasing Act the 
Outer Continental Shelf Lands Act, and 
other mineral leasing laws. ■
Section 218103 Payments' to States. 
One commentor stated it is not dear 
who is to pay the interest charge to the 
State. Would it be the entity disputing *- 
the monies held in suspense?.
MMS has responsibility for paying . 
interest on suspended amounts to the . 
State.
One commentor stated that interest on 
suspended amounts should be, 4 
calculated beginning at the time of _ : 
deposit of the suspended amounts and 
‘ not beginning on the calendar'day thar . 
such amounts would normally have 
been paid to the States as shown in , 
paragraph (c).' . '  -. - . ‘V- . *.
MMS disagrees. The Act [Section 104J 
is clear that interest accrues only after 0 
payment Is deemed late under (he V  1 
provisions of the legislation dealing with 
timely payments to the Stales and -  \ \ 
tribes, . j . ■ * • ■ - *; „ 1
Section 218101 Exemption of States 
from certain in terest and penalties. One 
commentor said the middle sentence of - 
paragraph (b) as proposed should be 
deleted because it conflicts with § 1 1 1 (e) 
of the Act _
The commentor has misread § lllfe }. 
The first sentence of that section deals. .  
only with interest or penalties, egT ~ 
treble damages, which might be 
assessed against the Government. The % 
second sentence of § 1 1 1 (e) clearly
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states that the State share in any 
refunds of overpayments, whether a 
result of settlement or pursuant to a 
judicial or administrative order.
Paragraph (c) of $ 218.104 carries out the 
intent of the Act in that regard.
Part 219—Distribution and 
Disbursement of Royalties, Rentals, and 
Bonuses - ’M-
Section 219.100 Timing o f paym ent 
to States. One commenter objected to' 
the definition of the last business day of 
the month as including the first working 
day of the succeeding month when the 
month ends on a weekend or holiday.
The commentor contends this is 
contrary to Section 104(a) of the Act 
The MMS agrees and paragraph (b) 
has been deleted. ‘ 7
Section 219.101 Receipts subject to -  
an interest charge, implementation of 
the provisions of this section is —  
dependent upon the availability of 
appropriated funds. “
One commentor stated that paragraph. 
(a) should be clarified by adding a new 
-..paragraph (c) to read as follows: .* '
“(c) Included in paragraph (a) are - 
revenues which cannot be disbursed to 
-the State because the payor/lessee 
provided incorrect inadequate, or „ 
incomplete information to MMS, which 
prevented MMS from properly ^ 
identifying the payment to the proper ~ ~ 
recipient” • : ,
MMS agrees. Paragraph “(c)” has - . 
been added accordingly. 1
One commentor stated that the lessee 
should not have to pay such interest 
since it will already have been paid io - 
MMS. • r
This section does not apply to lessees 7 
or royalty payors. ^
Section 219.103 Payments to Indian 
accounts. One commentor claimed that 
the proposed “inequitable” changes in 
payment date {§ 218.50(a)) are .
compounded by the wording of this 
section giving the Government an. entire - 
month after warranting of funds by the 
Treasury to effect the distribution of - _ 
funds to Indian accounts. Th is . ■*:; , .. 
commentor contends further that this is 
contrary to the Act (30 U.S.C. 1714), . . ‘ ‘..7 
Section 104(b). ‘ j * • “ V
It is the MMS policy to follow the 
intent of Section 104(b) of the Act which 
states that “Deposits of any royalty ^  
funds derived from the production of oil 
or gas from, or allocated to, Indian lands 
shall be made by the Secretary to the . 
appropriate Indian account at the 
earliest practicable date after such,, 
funds are received by the Secretary but ~ 
in no case later than the last business 
day of the month in which such funds '* 
are received.” Section 219.103 reflects 
this change  ̂ V k -V* - ;
Section 219.104 Explanation o f 
paym ents to States and Indian tribes.
One commentor stated that MMS should 
provide Indian tribes the same 
information that MMS is providing to 
the BLA. That commentor also 
recommended that the language used v 
should track with that of Section 
219.104(a) by reading as follows:" 
“Explanation of payment reports shall 
be provided to BIA on hehalf of tribes 
and individual Indain allottees, and 
directly to tribes, not later than the last 
business day of the month in which 
MMS disburses the Indian share of the 
royalties and related monies.”
Where the BIA has a direct trust - 
responsibility for a tribe or allottee*
MMS provides data to BIA to support'  
mineral leasing payments. To duplicate 
this information would creat^an 
unnecessary burden on MMS and in * 
some instances oh royalty payors. The 
information is readily available to tribes . 
and allottees from BIA. 7.
Part 220—Cooperative A ctiv ities With 
' States and Indian Tribes „ .
Section 228.5 Delegation o f  -  ' 
authority. One commentor felt that these 
sections are ambiguous and might 
permit States or Indian tribes to assess 
penalties directly instead of MMS.
MMS does not intend to delegate 
penalty assessment authority to States 
or Indian tribes.
One commentor expressed concern 
about the problem of dual or even triple 
oversight of lessees’ activities. The 
commentor recommended MMS exercise 
ultimate authority when the overseeing 
entities are in disagreement/' ,
MMS agrees with this comment and 
has ultimate responsibility for. 
minimizing duplication. However, MMS 
does not have responsibility for audits 
being performed by the Office of the : *
Inspector General. T ’
Section 228.6 Definitions: Obe^ i!'* ‘ 
Commentor stated that specific language' 
should be added to the definition Of the 
word “audit” to clarify the ability of a 
1 State to extend the audit process to " 
review the accounting transaction , * 
involved in the recording and 
distribution of Federal mineral royalties, 
bonuses, and rentals. r ‘
MMS disagrees. MMS is subject to 
audit only by the properly authorized 
entities established by Congress and the 
Executive Branch. < . .
One commentor stated that the 
reconciliation of leases prior to f 
conversion to AFS should be closed for . 
leases previously reported to Los -  .. 
Angeles, Metairie, and Tulsa. Another 
commentor stated that audits should not 
"  be applied retroactively. „
MMS agrees in part with the first 
comment but disagrees with the second. 
Account reconciliations for accounts - 
formerly managed by Los Angeles,
Metairie, and Tulsa have been - 
completed and all accounts reconciled. 
These leases as well as all other Federal 
leases will continue to be subject to 
audit for a 6-year period for other /  . 
potential audit issues, other than 
account balances, that may be found.' - 
Section 228.100 Entering into an 
agreem ent Two commentors expressed 
concern that audits conducted by States 
or Indian tribes would not be properly 
regulated by MMS. . . t -
 ̂ MMS believes that adequate controls 
do exist and that MMS "will provide the 
required oversight Section 228.104 of the 
proposed rule is now contained at 
§ 228.100 of the final rule. .
Section 228.101 Terms o f agreem ent 
This section which was $ 228.100 of the 
proposed rule is now at § 228.101 in the 
final rule.- . .. * * .
Three commentors discussed . ' ’ 
paragraph (d): One commentor stated 
that any in-progress audit activity ✓  
should be completed prior to * 
termination by MMS of a cooperative • 
agreement in order to avoid duplication 
of effort later.. ' ,
MMS would endeavor to follow this 
advice whenever possible but cannot 
guarantee that it can be accomplished in 
every situation. Care will be taken to 
avoid duplication of effort . - . .
One commentor stated that there 
should be provisions for-“emergency” 
termination of cooperative agreements- 
by MMS in a timeframe shorter than 120 ^  
days. V '-r.... *.«>.**—* ,
MMS feels that any such provisions 
would be unfair to States or Indian, > s. /  
tribes insofar as MMS had previously - 
determined that they were eligible and .t - 
able to conduct audits and . J
Investigations under the cooperative -r >. 
a g r e e m e n t ; -•
One commentor recommended 
changing the word “the” in the proposed ; 
rule to^’any” in the last sentence ot-J 
paragraph (d) of $ 228.101. The t - :c r - ••• - 
commentor suggested this change t o , 
provide for the instance where no v V., 
submission has been made..*- -
MMS agrees and has madeThe. —“ . -,. 
suggested change in paragraph (d) of **
S 228.101 of the final rule, r .•. :
Section 228.102 Establishm ent o f 
standards. This'section which was -..
S 228.101 of the proposed rule is now at 
§ 228.102 in the final rule. 7 :±z -r: • • • •..%
Two commentors suggested that a . 
sentence be added to read: “Where an 
auditor is permanently assigned to a - 
* lessee/payor, contact by the State and 
Indian trjbal auditors with the lessee/
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payor shall be through the auditor in 
residence,” -
MMS agrees. The sentence b  added. 
One commentor stated support for the 
provision that State and Indian tribe 
standards must not be more stringent 
than those of MMS.
MMS agrees. All audit work 
performed under cooperative audita will 
follow MMS established standards.
One commentor suggested that draft 
standards established under this section 
be published in the Federal Register for 
public comment, .1 .
MMS intends to publish the standards 
for pubEc comment 
Section 228.103 Maintenance o f  
records. This section, which was 
5 228.102 of the proposed rule, is now ai 
{  228.103 Ena! rule.
One commentor contends that State 
requirements for recordkeeping must not 
be more stringent than MMS ' _
- _ requirements. \ ; /• ' * . * .  -
MMS requirements will cover all -  
cooperative audit activities.  ̂ .
Section 228.104 A vuilabiE tyof " [ 
information. This section, which wast 
5 228.103 of the proposed rule, is now at 
§ 228.104 in the final rule.
Two commentors endorsed the 
wording of this section. Another 
commentor suggested it be reworded to 
more closely conform to the wording of 
the Act since there is potential for 
abuse. '
The MMS has not changed the 
wording. 1 - 
Section 228.105 Funding o f 
cooperative agreements. One - ' * 
commentor requested that MMS put 
words m this section binding MMS to 
request budget appropriations for  ̂
funding cooperative agreements./ ' : 
Another commentor believed that such 
funding could significantly increase the 
costs of Government management and 
that such increases should be avoided. ' 
A third commentor believed that the 
funding limitation of 50 percent should /' 
be eliminated' in favor of 100 percent 
Federal funding. ^
MMS disagrees with these three 'T 
comments. The Act does not specifically 
establish a level of fonding/and MMS  
feels that 5d percent of the total cost o f  a 
cooperative program supports the ' /
cooperative nature of activity, - '
particularly since States share in the 
revenue derived from (he audit MMS 
cannot be bound to seek funding for 
activity as part of the annual budget 
process. MMS must follow fee 
guidelines established by OMB and the 
Department in seeking appropriations, a 
process that cannot be interdicted by 
regulation  ̂ ~ ' v — > <
Section 228.107 Eligible cost o f  -I' 
activities. One commentor felt feat
under paragraph (a) the cost of services 
or activities that cannot be directly 
related to the support of the cooperative 
agreement should not be eligible for 
funding for Indian tribes. 
x The rule section already indicates 
this; no change is required.
Part 229— Delegation to Slates 
Subpart A—General Provisions
One commentor submitted a number 
of general statements expressing 
concerns that the States may perform 
unnecessary, repetitious, and costly 
audits, unless properly monitored by 
MMS.
The MMS will regularly monitor the 
audit work being conducted by a State 
under the delegation of authority and, ff 
it is found that a State has been abusing 
its authority, that authority can be 
revoked by MMS. . .
Section 229J 00 Petition for  
delegation. Two commentors stated the „ 
regulation should use fee term "Indian 
tribe and allottee” rather than ‘Indian' 
tribe or allottee,* since any delegation of 
authority by the Federal Government 
over Indian lands must have fee 
approval of fee tribal governing body.
‘MMS agrees. This change has been 
implemented. - .
Section 229.103 Terms of delegation. 
One commentor stated that renewals, of 
the delegations of authority must be the 
subject of public review.
MMS agrees. A  renewal of a 
delegation would require the same 
public comment period and hearing 
process as that which accompanied an 
original petition for delegation of 
authority. - - -  . _ ■ -  • ? - -r- . v
Section 229.105 Recordkeeping 
requirements. One commentor stated 
that recordkeeping requirements rnder 
fee delegation to the State must be no 
more extensive than when these matters 
are directly under MMS jurisdiction.
All directives affecting recordkeeping 
during a State-conducted audit will be in. 
compliance with MMS regulations and 
standards/ . ^ -
Section 229.108 . Standards far  ̂ \ 
carrying out delegated authority. One 
commentor stated that the MMS ~  «
prescribed standards used for a State to 
carry out a delegation of authority must 
be made the subject of pubEc review.
The standards will be published in a 
rulemaking for public review and 
comment before authority is delegated 
to a State. -
Section 229.107 Reports from Slates. 
One commentor recommended that 
paragraph (bj of the proposed rule be 
deleted because it was fee intention of 
Congress to have the Federal - 
jurisdiction, and not fee State, handle 
enforcement actions.' /  ~~
^MMS agrees. Enforcement actions are 
not delegated. Paragraph (bj as 
proposed has been eliminated.
Section 229.109 Reimbursement fo r  / 
costs incurred by a State under the ̂  
delegation o f authority. Two ■ • •
commentors recommended that this rub 
include language binding the MMS to ' 
request appropriations specifically _  A 
designated for delegations of authority,
MMS disagrees. See comments made 
on 55 228.105 and228.108. . _  .< .
Section 229S20 W ithdrawal o f  , /
Indian lands from delegated authority. 
One commentor stated that if an Indian 
tribe or Indian allottee withdraws its 
delegation of authority to a State, it may 
cause an undue burden on industry and 
subsequently cause a duplication, el^ 
audit work. . * r ' \ ^  ^
MMS will utilize audit workpapers ^ 
and reports submitted to the date of 
termination and will make every effort 
to avoid duptication. c _ / -  .
Part 241—C ivil Penalties ’ “ ■ ! *r “ //
Many comments were received on this 
proposed civil penalties part which - 
suggested that MMS should revise the 
proposed language for consistency and - 
clarity. More detail was suggested 
regarding fee establishment of penalty ' • 
amounts and fee procedures for creation 
of a record. Although fee penalty 
provisions are extensively prescribed by 
Section 109 of the Act, MMS has made 
revisions to the proposed regulations to 
provide more detail on notice 
procedures, penalty assessments, and 
hearings. -
Subpart A—General Provisions -- -» r'-'r
Section 24130 C ivil penalties ~ * 
authorized by statutes other than the' ': 
Federal O il and Gas R oyalty  C ' / •* * 
Management A ct o f1982. Section Z4T20 
was originally proposed as 5 241.50 and * 
remains unchanged except for the ‘ v ^  
elimination of suspension of operations 
as b possible penaly. Upon re evaluation/, 
it was concluded feat such an action>;; * 
would be detrimental not only to feer̂ /T* 
lessee/bperatorbut also to the /t V  ' /; 
government This section authorizes fee * 
MMS to impose civil penalties for _ :\y ~ 
royalty management violations under 
the authority of fee MLA, OCSLA, and * 
other mineral leasing authorities. These 
authorities existed prior to the Act and 
continue to exist as an alternative and 
additional means of enforcement to fee. 
civil and criminal penalties in the Act. 
Assessment of penalties under these 
other statutes are subject to less ^ „
rigorous procedural requirements than' . 
those prescribed by fee A d . The / 
designation of this section as 5 241.20 of 
"Subpart A  should clarify that these J  "'V
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penalties are not penalties prescribed by 
the Act. It is not MMS’s intention* in 
most cases, to apply penalties 
authorized under this section 
concurrently or in addition to penalties 
authorized in succeeding sections of this 
part These penalties could be-used as 
an alternative or in situations where 
FOGRMA penalties under 9 241.51 do 
not apply by law, e.ĝ  solid minerals.
Subpart B—OH andGas, Genera/
Section 241.51 Civil penalties 
authorized by the Federal Oil and Gas 
Royalty Management Act o f 1982.
Section 241.51 provides regulations 
implementing the more complicated civil 
penalty provisions of the A ct Pursuant 
to subsection (a), when MMS believes 
that any person has committed a 
violation, it will issue a notice of :
noncompliance specifying the nature of 
the violation and how it should be 
corrected. This is the notice required by 
Section 109(a) of the Act Service of the " , 
notice will be by personal service or -
registered mail and will be deemed to . 
occur when received or 5 days after 
mailing, whichever is earlier. A* 
specified in Section 109 of the'Act 
unless the violation is corrected within 
20 days (or such longer period as 
specified in the notice) from the date of 
service, the person is liable for a penalty 
of up to $500 per day for each violation,/ 
dating from the date the notice was 
served. If the violation is not corrected 
within 40 days, the liability increases- to 
a maximum of $5,000 per day per 
violation, dating from the date the notice 
was served. - v . _
The regulations provide m paragraph
(a)(3)(iii) that if the person served with 
the notice does not correct the violation . 
within 20 days (or as specified in the 
notice), he may request shearing on the 
record\ as provided by the Act- by filing 
a request with the Hearings Division -  - 
(Departmental), Office of Hearings and 
Appeals, U.S. Department of the Interior 
However, if the violation is corrected v 
within the prescribed period, under the 
regulations no penalties may be 
assessed under Section 109(a) of the 
Act Consequently, no hearing on the 
record need be provided. Accordingly, 2  
the violation is corrected, the only ; 
available appeal will be to the MMS 
Director and then the Board of Land 
Appeals, in accordance with the appeals 
procedures in 30 CFR Part 243.
Subsection (bj of new § 241.51 
provides for issuance of a notice of 
noncompBance for intentional *. 
violations. In such circumstances, ' 
penalties are increased to $10,000 per 
day and no period for correction need 
he provided before liability begins. : 
Pursuant to the Act penalties accrue—
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from the date the violation began, not 
the date the notice is served. ’ \ ~ '
If the pereoq who received a notice of 
noncompBance does not correct the 
violation within the prescribed period, 
or if a notice of noncompBance is issued 
for an intentional violation, then the 
person is liable for penalties. Pursuant' 1 
to 9 241.51(c), MMS will issue a penalty 
notice setting forth the amount of 
penalty applicable for each violation. B y . 
way of illustration. 4f the maximum 
penalty for a violation is $500 far the 
first 20 days, and later increases to 
$5,000 retroactive to the first day of the 
notice of noncompBance for failure to 
correct the violation within. 40 days,
MMS may elect in the penalty notice to - 
set the actual penalty for the particular 
violation below those maximum a. MMS 
will determine the appBcable penally by 
taking into account the severity of the 
particular violation and violator’s . „
noncompliance history. Persons who 
consistently violate the applicable rules 
will receive higher penalties. ./ 
Subsection (d) of 9 241.51 has been - 
added to make it clear that any ^ . . /  
penalties, assessed under 9 241.51 will 
be in addition to interest which is owed 
on any nonpayment or underpayment of 
royalties and in addition to assessments 
for late or incorrect reporting. The 
interest and late or incorrect reporting 
provisions are in Part 218 which is also 
incorporated in (his rulemaking.
If a person served with a notice of 
noncompBance requests a hearing, 
subsection (ej provides that liability for 
penalties wiB continue to accrue on. a 
daily basis until the peTscm corrects the. 
violation set forth in the notice of 
noncompBance. For example, if the " " ;  
violations were nonpayment of royalties 
on an o3 and gas lease, penalties would 
continue to accrue until the royaltfe&in 
dispute were received by MMSL . 
Subsection fe] provides further that the 
Director, MMS, may in certain" V'/ .. .. X
circumstances suspend the requiremenl 
to correct the violations during appeal -  . 
and accept a bond in fieu of payment. ' 
Such a suspension Is at the discretion of 
the Director and will be granted only if ~ 
the Director determines that suspension * 
will not be detrimental to the lessor and 
if the lessee submits and MMS accepts a 
suitable bond. The bond amount must ~ 
be sufficient to cover the underlying 
violations, penalties accrued up to the 
date the bond is accepted, and interest 
MMS may require the bond to be .. 
increased when there are increases fir '  
the amount of the underlying obligation; 
penalties or interest En most instances; ; 
MMS will not grant suspensions since 
the effectiveness of MMS’s royalty 
collection efforts is premised cm a •
compliance with its orders during 
appeal. See aTso the discussion of 
§ 243.2 in a later section of this 
preamble.^ . •
Subsection (!) sets forth the appBcable 
procedures when, a hearing on the - 
record is requested. The hearing wilt be 
conducted by an Administrative Law 
Judge (ALJ) of DOTs Office of Hearings 
and Appeals, who will issue a decision 
in accordance with the evidence 
presented and appBcable law. The ALfe 
decision may be appealed to the Interior 
Board of Land Appeals. If the ALfa 
decision is not appealed, il becomes & 
final order. If there Is an appeal to the ‘ * 
Board, its decision becomes a final order 
which maybe appealed to the District 
Courts in accordance with subsection
Subsection (g) applies to situations 
where the person who has received a * 
notice of noncompBance has not paid, 
pursuant to the MMS order which - -  
initiated the notice and has n o t'. : T 
requested a hearing an the record, * -
Pursuant to section 109(e) of the Act* 
that person has been “given the 
"opportunity for a Bearing on the record” 
and penalties may be assessed. The 
assessment will be in the form of an * 
order issued by the MMS Director, with . 
the applicable penalties determined in - 
accordance with the penalty notice 
previously issued- The penalty 
assessment will be a final order and, 
pursuant to the terms of the Act, no -  
further appeal is available since a . 
hearing was not requested when the 
opportunity was provided. Accordingly* 
failure to pay the assessment wiR- . 
subject the person to collection action r 
pursuant to Section 109(k) of the Act  ̂ . 
and subsection (j) of 9 241.51 and any 
other remedies MMS may have. • ■, 
available- -a  -.*/ . - -v -• . - * '
Subsection fh) authorizes the... /, *'' --
Secretary to compromise or reduce dvQ 
penalties, as provided in Section 109(gy 
of the A c t' ^  ~ ~
Section 24l.51fiJ end (J) set forth the 
procedures for Judicial review and court 
enforced collection of assessments. The 
regulation* follow'the detailed -  ' ^
provisions of Section 109(j) and (Icjof 
the Act- - *'■ /  '
Section 241.52 implements Section 110  
of the Act Any person who commits an 
act few which a penalty rS authorized by 
Section 109{d} of the Act also wiD be 
subject to criminal penalties; .
Part 243—Appeals-Royahy ^  - /  _ 
Management Program - * /' ’ # ^ *’ •
' ' Section 243J  Procedures. This 
section provides"that most decisions and 
orders of the Royalty Management 
Program maybe appealed in accord
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with the appeal procedures in 30 CFR 
Part 290. The exception i8 appeals from ✓ 
FOGRMA penalty assessment orders 
which must be appealed with the 
specific appeal procedures of Part 241.
Section 243*12 Effectiveness of . 
Orders or Decision Pending Appeals.
This section continues MMS’s long­
standing practice that compliance with 
its decisions and orders is not 
suspended by reason of an appeal being 
taken. The MMS Director (or the Deputy 
Assistant Secretary for Indian Affairs 
when Indian lands are involved) may 
grant a suspension of an order pending 
appeal, when, in his or her discretion, it 
is determined that suspension will not 
be detrimental to the lessor and the * 
recipientof the order has provided an 
acceptable bond or other surety ' -
adequate to protest MMS. In almost all 
instances MMS will not grant .. ' -
suspensions, since the effectiveness of . 
MMS’s royalty collection efforts is 
premised on compliance with orders 
during appeal. Only in the unusual _ 
circumstance will MMS grant ■ 
suspension pending the appeal process.,
This provision is being made 
retroactive to orders and decisions 
issued by the Royalty Management 
Program after August 12,1983. The 
retroactive effectiveness is necessary 
for consistent application of MMS’s 
procedure because on that date 30 CFR 
Section 221.66, the predecessor to new 
Section 243.2, was unintentionally 
removed from MMS’s regulations along 
with other rules which were removed by 
virtue of the transfer of MMS’s onshore 
operational program to the Bureau of 
Land Management (48 FR 36582, August 
12, i983j. 1 , * .j : *•--'
Executive Order 12291 .
The Department has determined that 
this rule is not a major action and does 
not require the preparation of a - 
regulatory impact analysis under o-- .
Executive Order 1229L. : -  .* .
Cooperative agreements and j ; ’ .
delegations to States have minimal., 
economic effect, as this arrangement 
primarily addresses who will perform 
the functions, i.e. the Secretary, State, or 
Indian tribe.
The cost to the Government in light of 
the additional mineral revenues 
generated as a result of audit recoveries 
has, based on experience, been proven 
to be cost beneficial and is expected to 
be so under the provisions of these* 
regulations.
Regulatory Flexibility Act
The Department has determined that 
this rule will not have a significant 
economic effect on a substantial number 
of small entities and does not, therefore.
.require a small entity flexibility analysis 
under the Regulatory Flexibility Act 
Although the rule establishes certain 
penalties, If the lessee operator or 
royalty payor complies with the rules, 
there will be no penalties. The cost or 
economic effect of this regulation is 
soley in the hands of the lessee.
Paperwork Reduction Act of 1980
_  ̂ Although information collection 
requirements are noted in several parts 
of this rule, it is done so only for
reaffirmation. The purpose of the Act is 
stated to be, in part, to clarify, reaffirm, 
expand, and to define the 
responsibilities and obligations of . 
lessess, operators, and other persons 
involved in transportation or sale of oi) 
and gas from the Federal and Indian 
lands and the Outer Continental Sheif.v
The information collection' - 
requirements noted in this rule have 
been previously authorized or there is 
no need for authorization as discussed . ~ 
by part/section as follows?"**-. •: • .
Section 210.51, The information‘s  
collection requirements contained in this 
section has been approved by the Office 
of Management and Budget under 44 
U.S.C. 3501 et seq., and assigned 
clearance number 1010-0033. ' ' -
Section 210.52. The Information 
collection requirement contained in 
§ 210.52 has been approved by the 
NOffice of Management and Budget under 
44 U.S.C. 3501 et seq. and assigned 
clearance number 1010-0022.
Sections 212.50 and 212.51. In the 
preamble to the proposed rule, these 
information collection requirements 
were incorrectly included as being 
^ approved under OMB clearance number 
1010-0033vThe information collection 
requirements for §5 212.50 and 212.51 
have been approved by the OMB under 
44 U.S.C. 3501 et seq. and assigned 
clearance numbers 1010-0022 and 1010-
004a .v
Sections 228.10 and 229.10. The . - ̂
* information collection requirements . 
contained in Parts 228 and 229 will 
involve fewer than ten (10) respondents 
annually and consequently do not r  
require Approval by the Office of 
Management and Budget under U.S.C. 
3501 et seq. .
National Environmental policy Act o f ' 
1969 •
This rule does not constitute a major 
Federal action significantly affecting the 
quality of the human environment No - 
detailed statement in accord with - -
Section 102(2)(C) of the National ' . 
Environmental Policy Act of 1969 (42 
U.S.C 4332(2)(C)) is required.
List of Subjects
30 CFR Part 210 , J  . \
Government contracts, Reporting 
requirements, Mineral royalties,* \* 
Continental shelf. Public lands-mineral 
resources, Geothermal energy,
30 CFR Part 212 /  ) A 7 ' ■
Coal, Reporting requirements, / 
Government contracts, Mineral 
royalties, Public lands-mineral 
resources.' r: * —  ̂ *V; ~
l • *. ■ ‘ ♦ •' ' .* • *
30 CFR Part 217 x
Coal, Government contracts, Mineral 
royalties, Reporting requirements;
30 CFR Part 218 \  J
Government contracts, M i n e r a l ' ‘ 
royalties, Continental shelf, Public- 
lands-mineral resources, Coal, *-». *
Geothermal energy. - '■ " ; 7_.N ;
30 CFR Part 219' ■ F  _[-' ? v
, Mineral royalties, Intergovernmental 
relations, Penalties. '/~  "r
30 CFR Part 228 • ' .«! ■
Freedom of information, * * 
Intergovernmental relations. 
Investigations, Mineral royalties.
30 CFR Part 229 . . ’ ..
Intergovernmental relations, 
Investigations, Mineral royalties. ' „
30 CFR Part 241
Government contracts, Reporting 
requirements. . ’ r
30 CFR Part 243
* Appeals—Royalty Management 
Program. - *• : * - - _ * ;* ' v “
Title 30, Chapter II, of the Code of 
Federal Regulations is amended as set 
forth below. * . — **
Dated: September 14,1984. — - *. >
I. Steven Grfle*,_̂ . . * - t* . , jr%'
Deputy Assistant Secretary for Land and^  '
"  Minerals Management " "- . r'7 1 .-? i v- <\
PART 210—FORMS AND REPORTS •
' - 1 . The authority for Part 210 reads as 
follows: . JV - > * V.' * * *
Authority: The Act of February 25,1920 (30 
U.S.C 181, et seq.), as amended; the Act of " 
May 21,1930 (30 U.S.C 301-306); the Mineral 
Leasing Act for Acquired Lands (30 U.SX1 
351-359), as amended; the Act of March 
1909 (25 U.S.C 396), as amended; the 
National Environmental Policy Act of 19©J 
(42 U.S.C 4321, et seq.) as amended; the Act 
of May 11,1938 (25 U.S.C. 39Ba-396q), a* " ^ 
amended; the Act of February 2S, 1891 (25 ‘
U.S.C 397). as amended; the Act of May 29, 
1924 (25 U.S.C 398); the Act of March 3,1927
f^s; IT  Q  r  IQ B a .Q Q flfiV  fT.o A r>  o f  T im e  1 010
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(25 U.S.C. 399), as amended; R.S. f 441 (43 
U.S.C 1457), also Attorney General* 
Opinion of April 2,1941 (40 Op. Atty. Gem 
41); the Federal Property and Adminii trative 
Servicet Act o£ 1949 (40 UJS.C. 471, et seqjt 
as amended; the National Environmental 
Policy Act of 1969 (42 UikC 4321 et aeq.), aa 
amended; the Act of December 12* 1980 (Pub* 
L 93-514,94 StaL 2964): the Combined 
Hydrocarbon Leasing Act of 1981 (Pub. L 8T- • 
78, 95 Stat 1070); the Outer Continental Shelf 
Lands Act (43 ILS.C. 1331, et aeq.), aa 
amended; section 2 of Reorganization Plan 
No. 3 of 1950 (84 stat 1282); Secretarial Order 
No. 3071 of January 19* 1982, aa amended; and 
Secretarial Order 3067, at amended.
2. 30 CFR Part 210, Subpart A, 5 210.10
is amended by. revising the filing date 
for Form MMS-2014, a s  given in the, 
“table of forms** from * *—due by the 
end of second month following ~ -
production month * # to * *—due 
by the end of first month following ' • 
production month * *
3. 30 CFR Part 210, Subpart B ,  H ^  1 - 
amended by adding 99 210.50, 210.51, V-:' 
210.52, and 210.53* to read as follows: ^
Subpart B—-OH arid Gas, General ‘ »
Sea •'
210.50 Required recordkeeping. .
210.51 Payor information form. .
210.52 Report of sales and royalty 
remittance. . . . . .
210.53 Definitions. '
Authority; The Federal Oil and Gas 
Royalty Management Act of 1982 (30 U.S.C * 
1701 et seq .f, .
m u s t  a c c o m p a n y  a l l  p a y m e n t s  t o  M M S  
f o r  r o y a l t i e s  a n d ,  w h e r e  s p e c i f i e d *  f o r  
r e n t s  o n  n o n p r o d u c i n g  l e a s e s .  P a y o r s  
w h o  s u b m i t  F o r m  M M S - 2 0 1 4  d a t a  o n  
m a g n e t i c  t a p e  w i l l  n o t  b e  r e q u i r e d  t a  
s u b m i t  t h e  f o r m  i t s e l f .  C o m p l e t e d  F o r m  
M M S - 2 0 1 4 * s  ( o r  m a g n e t i c  t a p e )  f o r  
r o y a l t y  p a y m e n t s  i n c l u d i n g  ( h o s e  * t  ^  - 
c o v e r i n g  p a y m e n t s  b y  e l e c t r o n i c  f u n d s  * 
t r a n s f e r ,  a r e  d u e  b y  t h e  e n d  o f  t h e  m o n t h  
f o l l o w i n g  d i e  p r o d u c t i o n  m o n t h .  W h e r e  
a p p l i c a b l e ,  c o m p l e t e d  F o r m  M M S - 2 0 1 4 * s  
f o r  r e n t a l  p a y m e n t s  a r e -  d u e  n o  l a t e r  
t h a n  t h e  a n n i v e r s a r y  d a t e  o f  t h e  l e a s e .  
T h i s  s e c t i o n  d o e s  n o t  p r o h i b i t  p a y o r s  
f r o m  m a k i n g  e a r l y  p a y m e n t s  v o l u n t a r i l y .
9 2 1 0 . 5 3  D e f i n i t i o n s * . . \  . ~
T e r m s  u s e d  i n  t i n s  s u b p a r t  s h a l l  h a v e
~ t h e  s a m e  m e a n i n g  a s  i n  3 0  U . S . C .  1 7 0 2 *
PART 212— RECORDS AND FILES 
MAINTENANCE _
4 .  3 0  C F R  P a r t  2 1 2 ,  S u b p a r t  B ,  i s  
a m e n d e d  by a d d i n g  $9 2 1 2 . 5 0 *  2 1 2 . 5 1 ,  
a n d  2 1 2 . 5 2 ,  t o  r e a d  a s  f o l l o w e r  ~ -  * v ' "
Subpart B— OH and Gas, General . ...
Sea • > 5 - - -  *. :
212.50 Required recordkeeping and reports*
212.51 Records and files maintenance.
212.52 Definition*. * V :
Authority: The Federal CXI and Gas 
Royalty Management Act of 1982 (30 U.S.C  
1701 et s e q .y  .
Subpart B—Oil and Gas, General
Subpart B—Oil and Gas, General
9 210.50 Required recordkeeping
Information required by the MMS 
shall be tiled using the forms prescribed 
in tins Snbpart which are available- . 
from MMS. Records may be maintained 
in microfilm, microfiche, or other _ .. _ 
recorded media that is easily1̂  v . 
reproducible and readable/'z "
9 210.51 Payor information form., ► - -
The Payor Informs tkm Form (Fbrm *>• 
MMS-4025) must be filed for each ; \ 
Federal dr Indiaiilease cm which c v  * •: 
royalties are paid. Where specifically o "7 
determined by MMS* Form MMS-4025 is 
also required for alt Federal leases-on.. i - 
which rent is due. The completed Form : 
must be filed by the party who is making 
the rent or royalty payment (payor) for 
each revenue source* Form MMS-4025 
must be filed no later than 30 days after 
issuance of a new lease or a 
modification to an existing lease which 
changes the paying responsibility on the 
lease. ,n.~ . ...V*-. . . . f ..
§210.52 Report of safes and royalty ; 
remittance.' •".-*7 - ' 7 - v.'T*
A completed Report of Sates and ! 
Royalty Remittance (Form MMS-2014)
§ 212.50 Required recordkeeping and 
reportSL „  ^ -  . • — /
All records pertaining to offshore and 
onshore Federal and Endian oil and gas 
leases shall be maintained by a lessee; 
operator, revenue payor, or other person 
for 6 years after the records are * 
generated unless the recordholder is 
notified, in writing, that records must be 
maintained for a longer period. When an 
audit or investigation is underway, 
records shall be maintained until the r  
recordhoider Is released by written *
notice of the obligation to maintain '■ “•; f  
records. J / 1 - ~ V t : v.w.-.*..
- - .b • * r * '■* -*;*
9 212.51 Records and files maintenance. „ 
-r ^a)Acecoitis*Each lessee. operator.' _  
revenue payor, or other person sheS ; 
make and retain accurate and complete 
records necessary to demonstrate that 
payments of rentals, royalties* net profit 
shares, and other payments related ta 
offshore and onshore Federal and Indian 
oil and gas leases are incompliance . 
with lease terms* regulations* and. - 
orders. Records covered by this section, 
include those specified by lease terms*' 
notices and orders, and by the various *; 
parts of this Chapter* Records also •. 
include computer programs, automated' 
files, and supporting systerna —  :
documentation used to produce 
automated reports or magnetic tape 
submitted to the Minerals Management 
Service (MMS) for use in its Auditing 
and Financial System (AFS) and 
Production Accounting and Auditing 
System (PAAS)»
(b) Period for keeping records*
Lessees, operators, revenue payors, or 
o()ier persons required to keep records 
under tills Section shat! maintain stkT 
preserve them far B years from the day 
on which the relevant transaction - 
recorded occurred unless the Secretary 
notifies the record holder of an audit or 
investigation involving the records and . 
that they ihust be maintained for a 
longer period. When an audit or * 
investigation is underway, records shall 
be maintained until the recordholdef is 
released in writing from'the obligation 
to maintain the records. Lessees, 
operators, revenue payors, or other * 
persons shall maintain the records 
generated during the period for which* 
they have paying or operating 
responsibility on the Tease for a~period 
of 6 years. . _
(c) Inspection of records. The lessee,
operator, revenue payor, or other person 
required to keep shall be responsible for 
making the records available for 
inspection. Records shall be provided at 
a business location of the lessee, 
operator, revenue payor, or other person 
during normal business hours upon the 
request of any officer, employee or other 
party authorized by the Secretary. 
Lessees, operators, revenue payors, and 
other persons wilTbe given a reasonable 
period of time to produce historical  ̂
records. ~ r -  "
9 2 1 2 5 2  D e f i n i t i o n * ,  - - ;
T e r m s  u s e d  i n  t h i s  s u b p a r t  s h a l l  h a v e  
t h e  s a m e  m e a n i n g  a s  i n  3 0  U . S . C .  1 7 0 2 *
P A H T  2 1 7 — A U D I T S  A N D  \ ~ '
I N S P E C T I O N S ,  Tv  f r  * V  •
5 . 3 0  C F R  P a r t  2 1 7  S u b p a r t  B ,  Da 7 “  '  '  
a m e n d e d  b y  a d d i n g  5  2 1 7 . 5 0  a n d  - , w . . . .  
9  2 1 7 . 5 1  a n d  2 1 7 , 5 2 ,  t o  r e a d  a s  f o l l o w s :  '
Subpart B—Ofl and Gas, General • > * ^
"Sec. ‘ 1 ^  . ’........
217J5Q Audits of records. ~ # *
21751 Lease account reconcfiTatlon* - 
217-52 Definition, * -r ‘ ‘ ^
Authority: The Federal Oi! and Gar 
Royalty Management Act of 1982 [3Q U.S.C* 
1701 e t s e q .)L - • ■% "
jr C
Subpart B—Oil and Gas, General' '
§217.50 Audit, of records.' > / '  '^ - — 1
T h e  S e c r e t a r y ,  o r  h i s / h e r  a u t h o r i z e d  
r e p r e s e n t a t i v e *  s h a l l  i n i t i a t e  a n d  - 
c o n d u c t  a u d i t s  r e l a t i n g  t o  t h e  B c o p e ,
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nature and extent of compliance by 
lessees, operators, revenue payors, and 
other persons with rental, royalty, net 
profit share and other payment 
requirements on a Federal or Indian oil 
and gas lease. Audits also will relate to 
compliance with applicableTegulations 
and orders. All audits will be conducted 
in accordance with the notice and other 
requirements of 30 U-S.C. 1717.
§ 217-51 Lease account reconciliation.
Specific lease account reconciliations 
shall be performed with priority being 
given to reconciling those lease accounts 
specifically identified by a State or 
Indian tribe as having significant 
potential for underpayment
§217.52 Definitions. ,
Terms used in this subpart shall have * 
the same.meaning as in 30 U.S.C. 1702.
PART 2 1 8 —COLLECTION OF .. 
ROYALTIES, RENTALS, BONUSES,
AND OTHER MONIES DUE THE 
FEDERAL GOVERNMENT , :.
6. The authority for Part 218 reads as '
follows: '
Authority: The Act of February 25,1920 (30 
U.S.C. 181. et seq.), as amended; the Act of 
May 21/1930 (30 U.S.C. 301-306); the Mineral 
Leasing Act for Acquired Lands (30 U.S.C. 
351-359). as amended; the Act of March 3,
1909 (25 U.S.C 396). as amended; the Act of 
May 11,1938 (25 U.S.C. 396a-396q), as 
amended; the Act of February 28. 1891 (25 
U.S.C 397). as amended; the Act of May 29, 
1924 (25 U.S.C. 398); the Act of March 3. 1927 
(25 U.S.C. 398a-398e), the Act of June 30.1919 
(25 U.S.C 399), as amended; R.S. § 441 (43 
U-S.CJ457), see also Attorney General’s 
Opinion of April 2,1941 (40 Op. Atty. Gen.
41): The Federal Property and Administrative 
Services Act of 1949 (40 U.S.C 471, et seq.) as 
amended; the National Environmental Policy 
Act of 1969 (42 U.S.C, 4321, et seq.) as - 
amended; the Act of December 12,1980 (Pub. 
L 96-514, 94 StaL 2964); the Combined 
Hydrocarbon Leasing Act of 1981 (Pub. L. 97- 
78. 95 StaL 1070); the Outer Continental Shelf 
Lands Act (43 U.S.C 1331,-et seq.) as 
amended; the Geothermal Act of 1970 (30 
U.S.C lOCn, et seq.) as amended; section 2 of 
Reorganization Plan No. 3 of 1950 (64 StaL 
1282); Secretarial Order No. 3071 of January 
19,1982, as amended; and Secretarial Order 
3087, as amended.
7. 30 CFR Part 218, Subpart B, is ' 
amended by adding 55 218.50, 218.51, 
218.52, 218.53, 218.54. 218^5, 218.58, and 
218.57, to read as follows:








Timing of payment 
Method of payment 
Designated payor. -T'
Division of interests. [Reserved] 
Late payments and underpayments. 
Interest payments to Indians. -
Sec.
218.58 Assessments for incorrect or late 
reports and failure to report 
218.57 Definitions. , ' .
Authority: The Federal Oil and Gas 
Royalty Management Act of 1982 (30 U.S.C.
1701 et se?.). '
Subpart B—Oil and Gas, General
5 218.50 Timing of payment —
(a) Royalty payments are due at the 
end of the month following the month 
during which the oil and gas is produced 
and sold except when the last day of the 
month falls on a weekend or holiday. In 
such cases, payments are due on the 
First business day of the succeeding .. _ 
month. Rental payments are due as 
specified by the lease terms.
(b) Payments made on a Bill for 
Collection [Form DI-1040b) are due as 
specified by the Bill. Bills for Collection 
will be issued and payable as final 
collection actions. ^ ^
(c) All payments to MMS are due as 
specified and are not deferred or . /  . 
suspended by reason of an appeal j ' 
having been filed unless such deferral or 
suspension is approved in writing by an 
authorized MMS official. *
- - \
§ 218.51 Method of payment
(a) Payment of royalties. (1) All
payors whose aggregated royalty 
liability to the MMS on the payment due 
date totals $50,000 or more, must make 
payment by electronic funds transfer 
(EFT), utilizing the Federal Reserve 
Communications System link to the 
Treasury Financial Communications 
System, unless otherwise directed by 
the Secretary. Early payment by other 
than EFT of a portion of the aggregated . 
royalty liability to avoid remittance by ’ 
EFT on the payment due date is' not -  
permitted. Such early payments are 
permitted regardless of amount but must 
be remitted by EFT. Payments to MMS 
by EFT shall begin only after the payor 
has received instructions from the MMS 
Royalty Management Accounting Center - 
(RMAC) in Lakewood, Colorado. - . j.
(b) Each payor, whose aggregated 
remittance for royalties on payment due 
date is less than $50,000, must use one of 
the following payment instruments:
(1) Federal Reserve check.
1 (2) Commercial checks '“* * * : -
(3) Money Order. ' .  — - . ; tL“  *“V
(4) Bank Draft. ~ : '
(5) Cashier’s check/ |
(6) Certified check. ' ‘ .
(7) Electronic Funds Transfer. '
(c) All payment instruments except 
EFT should be inscribed payable to 
"Department of the Interior—MMS."
(d) Payment of rentals. (1) Payment of 
rentals to MMS-RMAC (other than the 
first year rentals) must be made by one
- , .✓ 
of the methods shown in paragraph (b) 
of this section. First year rentals from 
offshore leases are paid in accordance 
with 5 218.155.
(e) Where to pay. (1) The mailing
address for Form MMS-2014 and the 
applicable payment is: Royalty 
Management Program, Minerals .: „
Management Service P.O. Box 5810 TA. • 
Denver, Colorado 80217. Use P.O. Box 
5640 T A  with the above address to r  .. ; 
send payments for Federal non- - r : 
producing leases not required to be " 
reported on the Form MMS-2014 report" '
(2) Payments received after 4:00 p.m. ' 
mountain time, are considered next day 
receipts.. r . •
(f) General payment information. (1)
Payments for offshore and onshore r ' 
Federal leases shall be segregated from.. 
payments for Indian leases. All in­
payments shall be made by one of the ' ;  
methods shown in paragraph (b) of this 
section. For payments made by EFT. the 
deposit message shall include L : *
-information as prescribed by the RMAC,-:
(2) For Indian payments by check, the . 
following instructions are applicable:'
(i) For Indian allotted leases, *-:
payments shall be aggregated and 
identified on a single check for each ' - 
respective BIA agency/area office 
having jurisdiction over the lease(s) for * 
which the payment is made.
(ii) For Indian tribal leases, payments ; 
shall be aggregated and identified for" 
each respective Indian tribe for whom 
the royalty is owed. - . ~
(iii) When payments are made on an
aggregated basis (single check), the - 
payment identification required in 
paragraphs (f)(2) (i) and (ii) of this - /  1 * .
section shall be provided in a format to - 
be specified by MMS. > • - , '
5 218.52 Designated payor.' 1 1
(a) When the lessee or revenue payor«
* assigns any paying responsibility to any _ 
other entity, MMS must be notified ^  ‘ \   ̂
within 30 days of the assignmenL- ?
(b) MMS may, by order, designate ■
lessee or revenue payor on a lease as*v/>- 
the single payor for all revenues due and * 
owing from that lease.; /.* I -.**r ;*?1.\.
5 218.53 Division of interests. [Reserved] J
5 218.54 Late payments and r~ >; ^  
underpayments. . •
(a) Xn interest charge shall be ' f  ; 
assessed on unpaid and underpaid , 
amounts from the date the amounts are 
due. ' - •' V - •
(b) The interest charge on late 
payments and underpayments shall be 
at the rate applicable under Section 6621 : 
of the Internal Revenue Code of 1954. ~ r
(c) Interest will be charged only on the
amount of the payment not received. % 
x -v - L> : * : *v'V
2.
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Interest will be charged only for the 
number of days the payment is late.
(d) A portion of the interest collected 
will be paid to a State where the State 
shares in mineral revenues from Federal 
leases, - ., . ■
5 218.55 Interest payments to Indians.
(a) All interest collected from unpaid 
or underpayments on Indian tribal or 
allotted leases will be paid to the tribe' 
or allottee.
(b) Any disbursement of Indian 
mineral revenues not made by the due 
date as required in $ 219.103 of this 
chapter shall accrue interest
(c) Interest shall be computed at the 
rate applicable under Section 6621 of the 
Internal Revenue Code of 1954.
(d) The interest shall be payable only
for the number of days the disbursement 
is late. 7► r .* ‘ - r '
5 218.56 Assessments for Incorrect or tats 
reports and failure to report
(a) An assessment of $10.00 per day . 
may be charged for each report not ‘ ,
received by MMS by the designated due 
date. * " -
(b) An assessment of $10.00 per day 
may be charged for each report received 
by the designated due date but which is 
incorrectly completed.
(c) For purposes of reports required
for the Auditing and Financial System 
(AFS), a report is defined as each line 
item on a Form MMS-2014. The line item * 
consists of the various information, such 
as Product Code or Selling Arrangement > 
Code, relating to each Accounting - 
Identification Number (AID). . -
(d) [Reserved.] . • I f  r
(ej An assessment under this section 
shall not be shared with a State, Indian 
tribe, or Indian allottee. J -  ^
§ 218.57 Deflnltiona. T * „ . .
Tenns used in this subpart shall have 
the same meaning as in 30 U.S.C. 1702. »
v  ̂ . ■< ■ . j- • f  - ■. - . * •  _v . v v - - “-C,> -
5 218.102 TAmendedl ' ^ ‘
8. 30 CFR Part 218, Subpart C, is 7 V, ~ *
amended by removing paragraphs (c) «- \  
and fd) of 5 218.102 and by _, - ~ ^ ~
redesignating paragraph (e) aia T 1 f 1 .
paragraph (c) of that section. ^
9. 30 CFR Part 218, Subpart C; is C 
amended by adding § 218.103, 218.104, 
and 218.105, to read as follows:" V
Subpart Cr-On and Gas, Onshore _
5 218.103 Payments to States, v *
(a) Any amount that is payable by - 
MMS to a State but is not paid on the. . : 
due date, as specified in § 219.100 of this . 
chapter, or that is held in a suspense 
account pending resolution of a dispute: 
as specified in 5 219.101 of this chapter, v
shall accrue interest payable to the 
State. - • • _
_ (bj Interest shall be computed at the 
rate applicable under Section 6621 of the 
Internal Revenue Code of 1954.
(c) Interest shall be computed only for 
the number of days the disbursement is 
late. In the case of suspended amounts 
subject to interest, it shall be computed 
beginning with the calendar day 
following the day that the monies 
normally would have been paid to the 
State had they not been in suspense.
5 218.104 Exemption of States from 
certain Interest and penalties*
(8) States are exempt from being 
assessed for any interest or penalties  ̂
found to be due against the Department' 
of the Interior for failure to comply with 
the Emergency Petroleum Allocation Act 
of 1973, as amended, or any regulation 
issued by the Secretary of Energy 
thereunder concerning the certification * ‘ 
or processing of crude oil taken in-kind 
as royalty by the Secretary. . .» .
[b) Any State shall be assessed for its 
share of any overcharge resulting from a 
determination that DOI failed to comply 
with the Emergency Petroleum 
Allocation Act of 1973, as amended.
Each State’s share shall be assessed 
against monies owed to the State. Such 
assessment shall be first against monies 
owed to such State as a result of royalty 
audits prior to January 12,1983, the 
enactment date of the Federal Oil and 
Gas Royalty Management Act of 1982, 
then against other monies owed. The 
State shall be liable for any balance.'
(c) A  State’s liability for repayment of 
an overcharge under this section shall 
exist for any amounts resulting from a 
judgment in a civil suit or as the result of 
settlement of a claim through a 
negotiated agreement State liability 
would be offset against future mineral 
revenue distributions to the State'.
5 218.105 Definitions. • ~ ~ V' ' * * •-
Terms used in this subpart have the “ 
same meaning as in 30 U.S.C 1702.
§218.150 [Amended] J .
10 . 30 CFR Part 218, Subpart D, is •
amended by removing paragraphs (d) 
and (e) of 5 218.150, and by 
redesignating paragraph (f) as paragraph
(d) of that section.  ̂ -
1 1 . 30 CFR Part 219 is amended by
adding Subparts A, B, C, and § § 219.100, 
219.101, 219.102, 219.103, 219.104, and - 
219.105, to read as follows: '  „
PART 219— DISTRIBUTION AND 
DISBURSEMENT OF ROYALTIES, 
RENTALS, AND BONUSES -
/  ̂ .
Subpart A—General Provision [Reserved)
Subpart B—Oil and Gas, General 
[Reserved] *
Subpart C—OH and Gat, Onshore^
Sec. _ „ .
219.100 Tuning of payment to States.
219.101 Receipts subject to an interest 
charge.
219.102 Method of payment
219.103 Payments to Indian accounts. - *
219.104 Explanation of payments to States 
and Indian tribes.
219.105 Definitions. v ~
Authority The Federal Oil and Gas 
Royalty Management Act of 1982 (30 U.S.C 
1701 ei seg.). A .* „ " .
. ' * \ , 
Subpart A— General Provisions—  
[Reserved] * . ,  - \ r - r - . r  r  - '
W “• - V ' " ' - • - . - ♦_* ,
Subpart B— Oil and Gas, General 
[Reserved] ' : : ^
Subpart C— Oil and Gas, Onshore
5 219.100 Timing of payment to States.
A  State’s share of mineral leasing _
revenues shall be paid to the State not 
later than the last business day of the 
month in which the United States 
Treasury issues a warrant authorizing 
the disbursement, except for any portion 
of such revenues which is under 
challenge and placed in a suspense 
account pending resolution of a dispute.
§ 219.101 Receipts subject to an Interest 
charge.v ‘
(a) Subject to the availability of 
appropriations, the Minerals 
Management Service [MMS) shall pay 
the State its proportionate share of any 
interest charge for royalty and related 
monies that are placed in a suspense ~ 
account pending resolution of matters v 
which will allow distribution and - 
disbursement Such monies not 
disbursed by the last business day of the 
month following receipt by MMS shall
^accrue interest until paid./ - - ;
(b) Upon resolution, the suspended *
monies found due in paragraph (a) of 
this section, plus interest shall be ^  * 
disbursed to the State under the * ‘ <
provisions of § 219.100. * - ‘ ;
% (c) Paragraph (aj of this section shall 
apply to revenues which cannot be  ̂
disbursed to the State because the . 
payor/lessee provided incorrect 
inadequate, or incomplete information 
. to MMS which prevented MMS from • 
properly identifying the payment to the~ 
proper recipient ;-fT y — ~ . *
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§219.102 Method of payment..
The MMS shall disburse mohies to a 
State either by Treasury check or by . 
Electronic Funds Transfer (EFT). Should 
the State prefer to receive its payment 
by EFT, it should request this payment 
method in writing to the Minerals 
Management Service, P.O. Box 5760, . 
Denver, Colorado 80217.
§ 219.103 Payments to Indian accounts.
Mineral revenues received from 
Indian leases shall be transferred to the 
appropriate Indian accounts managed 
by the Bureau of Indian Affairs (BIA) for 
allotted and tribal revenues. These 
accounts are specifically designated 
Treasury accounts. Revenues shall be * ' 
transferred to the Indian accountsat the 
earliest practicable date after such -." 
funds are received, but in no case later 
than the last business day of the month 
in which revenues are received by the
MMS.; N - . -• < v . .7
§ 219.104 Explanation of payments to 
States and Indian tribes. ~ -
{a) Payments to States and BIA on 
behalf of Indian tribes or Indian x
allottees discussed in this part shall be 
described in Explanation of Payment . 
reports prepared by the MMS. These 
reports will be at the lease level and 
shall include a description of the type of 
payment being made, the period covered 
by the payment, the source of the 
payment, sales amounts upon which the 
payment is based, the royally rate, and 
the unit value. Should any State or 
Indian tribe desire additional - - * '  - 
information pertaining to mineral 
revenue payments, the State or tribe . 
may request this information from the 
MMS. -  ~
(b) The report shall be provided to: (1) 
States not later than the 10th day of the 
month following the month in which 
MMS disburses the Stated share of 
royalties and related monies; (2) the BLA 
on behalf of tribes and Indian allottees " 
not later than the 10th day of the month - 
following the month the funds are • — * 
disbursed by MMS.
(c) Revenues that cannot be " y> ’ '"
distributed to States, tribes, or Indian 
allottees because the payor/lessee * -.W-" 
provided incorrect inadequate, or 
incomplete information, preventing " 
MMS from properly identifying the . . - 
payment to the proper recipient shall ' 
not be included in the reports until the w 
problem is resolved. - . ~ \ .  :
§ 219.105 Definitions.
Terms used in this subpart shall have 
the same meaning as in 30 U.S.C. 1702.
12. 30 CFR Part 228 19 amended by 
adding Subparts A, B, C, and §5 228.1* 
228.2. 228.4, 228.5, 228.6, 22a 1 a  228.100*
228.101 228.102, 228.103, 228.104, 228.105. 
228.107, and 228.108, to read as follows:
PART 228—COOPERATIVE 
ACTIVITIES WITH STATES AND 
INDIAN TRIBES
Subpart A—General Provision* ., -
Sec. ^  '* '
228.1 Purpose. - - ' •
228.2 Policy.' -  • . y. . . .
228.4 Authority. ' . . ,t 7
228.5 Delegation of authority. .
228.6 Definitions.
228.10 Information collection requirements.
Subpart B—08 and Gas, General 
[Reserved] • - -
Subpart C—08 and Gas, Onshore
228.100 Entering Into an agreement. _
228.101 Terms of agreement* ~ * -
228.102 Establishment of standards.
228.103 Maintenance of records. V •
228.104 Availability of information.: '
228.105 Funding of cooperative agreements.
228.107 Eligible cost of activities. ~ - _7 '
228.108 Deduction of civil penalties accruing 
to the State or tribe from the Federal 
share of a cooperative agreement -
. Authority: Federal Oil and Gas Royalty ** -* 
Management Act of 1982 (30 U.S.C. 1701 et 
sey.). • - • i -N. .
Subpart A—General Provisions
§ 228.1 Purpose. .
It is the purpose of cooperative 
agreements to effectively utilize the - 
capabilities of the States and Indian' 
tribes In developing and maintaining an 
efficient and effective Federal royalty 
management system as indicated at 30 
U.S.C 1701. _ -• 7 - . _■
' • - A  -' • - * v  - 4 - i  r  •* *
§22^2 Policy. * . . .
It shall be the policy of DOI to enter 
into cooperative agreements with States 
and Indian tribes to carry out audits and 
related investigations and enforcement ..7 
actions whenever a Stale or t r ib e ^ . 7  
initiates a  request to enter into an 7’ T 
agreement and a  findingls made that a  
State or tribe has the ability to carry out 7 
cooperative activities in a timely and . _ ' 
efficient manner.
} 228.4 Authority. ^  - 7  -  / -  r 7  - -
The Secretary of the Interior is . 
authorized to enter into cooperative 
agreements with States and Indian^ ' 
tribes (30 U.S.C 1732) to share oil or gas 
royalty management information, and to 
cany out auditing and related 
investigation or*enforcement activities 
in cooperation with the Secretary.» ' \
5 228.5 Delegation of authority.; J  \ . 7
(a) Authority to enter Into cooperative 
agreements to carry out audit and - 
related investigation and enforcement 
activities with State and tribal V- _
governments has bden delegated to the 
Director of the Minerals Management 
Service (MMS).
(b) Authority to enter into cooperative
agreements with State and tribal 
governments to carry out inspection and 
related investigation and enforcement 
activities has been delegated to the '. . 
Director of the Bureau of Land ~ . : . l * 
Management (BLM) and is not covered, 
by thispart. , /  f  ? '
(c) The entry into a cooperative
agreement with either MMS orBLM will 
not affect the ability of a State or Indian 
tribe to choose to enter into such an  ̂ . 
agreement with the other agency. A  ; 
State may enter into a delegation' 
agreement (30 U.S.C 1735) with MMS to 
perform certain functions without ' - 7 
affecting its ability to enter into a. .. ." 
cooperative agreement with either MMS 
or BLM, or both, to cooperate in the rL 1 
performance of those functions which : 
are not delegated in this p a rt^ / v  -
* : - i t  r
§ 228.6 Definition*. ’ . 7 ;- / ; ;  • ...
For the purposes of this part, terms 
shall have the same meaning as in 30 -j 
. U.S.C. 1702. In addition, the following 
definition shall apply: : 4 -. ~ - '
Audit means an examination of the * 
financial accounting and lease related 
records of the lessee and other interest 
holders, who by lease or contract pay _ 
royalties or are obligated to pay 
royalties, rents, bonuses or other “
• payments on Federal or Indian leases. - 
An examination is to be conducted in 
accordance with generally accepted ^  
audit standards as adopted by-the *’ 
American Institute of Certified Public 
Accountants. Activities to be examined 
which are considered to be an audit 
function include reconciliation of lease * 
accounts under the Royalty Accounting 
System; records of lease activities - - / 
related to Federal leases located within 
the boundaries of the State entering into 
a cooperativeagreement; records of 77 . 
lease activities related to leases located 
on Indian lands, and the review and . 
resolution of exceptions processed by V 
the Auditing and Financial System and 
the Production Accounting and Auditing 
System, the official accounting systems 
for royalty reporters and payors . 7
maintained by the MMS. ; ' ''7 : '
§228.10 Information co8ectiojri * . 7 ; - 
requirement*, .2 - y  r. \ *
The information collection'> ~---vU' * 
requirements contained in this part do 
not require approval by the Office df^ 
Management and Budget under 44 U.S.C 
3501 el seq., because there are fewer1 _ ’ 
than ten respondents annuaHy.‘y
. r
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Subpart B— OH and Gas, General 
[Reserved] -
Subpart C—OH and Gas, Onshore
§ 228.100 Entering Into an agreement
(a) A State or Indian tribe may
request the Department to enter into a .. 
cooperative agreement by sending a 
letter from the governor, tribal 
chairman, or other appropriate official 
with delegation authority, to the 
Director of MMS. ' ,
(b) The request for an agreement shall
be in a format prescribed by MMS and 
should include at a minimum the 
following information: •
(1) Type of eligible activities to be 
undertaken.
(2) Proposed term of the agreement
(3) Evidence that the State or Indian * 
tribe meets, or can meet by the time the 
agreement is in effect the standards 
established by the Secretary for the - • ’ 
types of activities to be conducted under . 
the terms of the agreemeht- .;
(41 If the State is proposing to '* ~ '
undertake activities on Indian lands 
located within the State, a resolution 
from the appropriate tribal council - 
indicating their agreement to delegate to 
the State responsibilities under the - . -
terms of the cooperative agreement for 
activities to be conducted on tribal or 
allotted land. ,
5 228.101 Terms of agreement"
_ (a) Agreements entered into under this
part shall be valid for a period of 3 years 
and shall be renewable or additional * 
consecutive 3-year periods upon request 
of the State or Indian tribe which i$ a * 
party to the agreement-:: . V . 7 * • - -
. (b) An agreement may he terminated 
at any time by mutual agreement and 
upon any terms and conditions a s . 
agreed upon by the parties. ; - v '
(c) A State or Indian tribe may
unilaterally terminate an agreement by 
giving a 120-day written notice of intent 
to terminate. -  ~ *-V_; v. ^  y r , __
(d) The MMS may commence • 
termination of an agreement by'giving a 
120-day written notice of intent'to 
terminate. MMS shall provide the State., 
or Indian tribe with the reasons for the 
proposed termination in writing if the °* 
termination is proposed because of 
alleged deficiencies by the State o r  
Indian tribe in carrying out the 
provisions of the agreement The State 
or Indian tribe will be given 60 days to 
respond to the notice of deficiencies and 
to provide a plan for correction of those 
deficiencies. No final action on 
termination shall be taken until any 
submission of the State or Indian tribe 
provided within the above prescribed 60
days has been reviewed by MMS for 
content or merit
(e) Termination of a cooperative 
agreement shall not bar a later request 
by a State or Indian tribe to enter into a 
subsequent cooperative agreement
§ 228.102 Establishment of standards.'
. The MMS, after consultation with 
States and Indian tribes/shall establish 
standards for carrying out the activities 
under the provisions of this part The , 
standards will be incorporated into the 
agreement and shall be no more 
stringent than those applicable to ■' 
similar activities of the MMS. The States 
and Indian tribes shall coordinate their 
planned auditing activities with MMS.. 
Where an MMS audit team is 
permanently assigned to a lessee/payor* 
contact by State and Indian tribal 
auditors with the lessee/payor shall be 
through the MMS auditor in residence.
§228.103 Maintenance of records.
JThe State or Indian tribe entering into 
a cooperative agreement under this part 
must retain all records, reports, working 
papers, and any backup malrials for a 
period specified by MMS. All records 
and support materials must be available 
for inspection and review by 
appropriate personnel of DOI including 
the Office of the Inspector General. _
§ 228.104 Availability cf Information.
(a) Under the provisions of this part* 
information necessary to carry out the 
activities authorized under the terms of 
a cooperative agreement will be 
provided by DOI to the States and 
Indian tribes entering into such - 
agreements. The information will consist 
of data provided from all relevant 
sources on a lease level basis for leases 
located within the boundaries of the -  
State or Indian tribe which has entered 
into the agreement Thi^infonnation .* 
will include any records or data held by 
the lessee or other person that have not 
been submitted to MMS, but that affect 
Federallease interests and could be * 
required to be submitted under the lease 
terms or Federal regulations. * *
Jb) None of the provisions of this - ■ 
subpart should be construed as limiting 
information already being provided to 
Indian tribes and allottees regarding 
their lease interests. v 
(c) Information will be provided by 
MMS on a monthly basis and will 
include data on royalties, rents, and 
bonuses collected on the lease, volumes 
produced, sales made, value of products 
disposed of as a sale and used as a 
basis for royalty calculation, and other 
information necessary to allow the State 
or tribe to carry out its responsibilities 
under the cooperative agreement.
(d) Proprietary data that is made 
available to a State or tribe under 
provisions of 30 U.S.C. 1733 shall be 
subject to the constraints of 18 U.S.C.- 
1905. To receive proprietary data, the 
State or tribe must— .
(1) Demonstrate what audit, 
investigation, or litigation under _ 
provisions of 30 U.S.C. 1734 is planned  ̂
for or underway for which this data is 
essential; -. r
(2) Demonstrate why this particular 
data is necessary; and *
(3) Agree to safeguard proprietary
data as provided. '
§228.105 Funding of cooperative 
agreements. * „ w  ^ .. : - .>
(a) The Federal share of funding 
eligible activities under a cooperative 
agreement will be limited to not more 
than 50 percent share of the cost of . . . .  
eligible activities under the terms of the . 
cooperative agreement The State or * 
tribe may provide its 50 percent share 
either in cash or in kind. In kind - 
contributions must be found eligible . 
under the terms of the agreement and 
are subject to examination and .. ‘ - 
evaluation by the Department
(b) All cooperative agreements under 
this part are subject to annual funding 
and the availability of appropriations 
specifically designated for the purpose 
of this part
§ 228.107 Eligible cost of activities.
(a) Only costs directly associated with 
eligible activities undertaken by the 
State or Indian Tribe under the terms of
a cooperative agreement will be eligible. * 
for sharing. Costs of services or. - - . . -
activities which cannot be directly ‘ .. 
related to the support of the cooperative. 
agreement will not be eligible for 
Federal funding or for inclusion ixi the7"* - 
State’s 50 percent share or in the Indian 
Tribe’s share. " ;t> ~ *■
(b) Eligible costs are the cost of ^
salaries and benefits associated with ...i 
technical, support, and clerical • . - : . 
personnel engaged in eligible activities; 
direct cost of travel, rentals, and other - 
normal administrative activities in " . 
direct support of the project or projected 
basic and specialized training for State 
and tribal participants; and cost of any 
contractual services which canTie 
shown to be in direct support of Ihe in­
activities covered by the agreement?; 
Each cooperative agreement shall ---.J 
contain detailed schedules identifying , 
those activities and costs which qualify * 
for funding and the procedures, timing, " 
and mechanics for implementing Federal 
funding. : . - - ' * • . - * “ _
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f 228.108 Deduction of civil penalties 
accruing to the State or tribe from the 
Federal share of a cooperative agreement
As provided at 30 U.S.C. 1738. 50 
percent of any civil penalty collected as 
a result of activities under a cooperative 
agreement will be shared with the State 
or Indian tribe performing the 
cooperative agreement; however, the 
amount of the civil penalty shared will 
be deducted from any Federal funding 
owed under that cooperative agreement 
MMS shall maintain records of civil , 
penalties collected and distributed to 
the States and tribes involved in 
cooperative agreements. Each quarterly 
payment of the Federal share of a 
cooperative agreement will be reduced 
by the amount of the civil penalties paid 
to the State or tribe during the prior - 
quarter, . -
13. 30 CFR Part 229 is amended by - 
adding Subparts A, B, C, and §§ 229.1, 
229.2, 229.4, 229.6, 229.10, 229.10a - 
229.101, 229.102, 229.103, 229.104, 229.105, 
229.106, 229.107, 229.108, 229.109, 229.110,1 
and 229.120 to read as follows:







229.10 Information collection requirements.
Subpart B— Oil and Gas, General 
[Reserved]
Subpart C — OD and Gas, Onshore
229.100 Petition for delegation. /  -
229.101 Fact-finding and hearings.
229.102 Hearings. ' _ 1
229.103 Terms of delegation/^ *
229.104 Evidence oflndian agreement to
delegation. ‘ . • - 1
229.105 Recordkeeping requirements. v
229.106 Standards for carrying out delegated ,
authority.  ̂ _ * - x •
229.107 Reports from States. - ' *
229.108 Examination of the Stale activities *
under delegation. • % -r “♦ •
229.109 Reimbursement For costs'incurred -
by a Stale under the delegation of . ' . 
authority. ~ ’ ^
229.110 Deduction of civil penalties accruing 
to the State or tribe under the delegation 
of authority.
229.120 Withdrawal of Indian lands from 
delegated authority.
Authority: The Federal Oil and Gas 
Royalty Management Act of 1982 [30 U.S.C. 
1701 et seq.f.
Subpart A — G e n e r a l  P r o v i s i o n s  
5 229.1 Purpose. ;
The purpose of this part is lo promote 
the effective utilization of the 
capabilities of the States in developing
and maintaining an efficient and 
effective Federal royalty management 
system. f
{ 229.2 Policy.
It shall be the policy of the - 
Department of the Interior (DOI) to 
honor any properly made petition from 
the Chief Executive or other eppopriate 
official of a State seeking delegation of 
authority under the provisions of 30 
U.S.C. 1735 and to make a delegation to 
conduct audits and related 
investigations when the Secretary finds " 
that the provisions of 30 U.S.C. 1735 
have been complied with or can be 
complied with by a State seeking the 
delegation. ’ * v * ,  ̂ -
5 229.4 Authority. J  7
The Secretary of the DOI is authorized - 
under provisons of 30 U.S.C. 1735 to 
delegate aujhority to States to conduct 
audits and related investigations with 
respect to all Federal lands within a ' - 
State, and to those Indian lands to 
which a State has received permission 
from the"respective Indian tribe(s) or 
allottee[s] to carry oul audit activities 
under a delegation from the Secrelray.
§ 229.6 Definitions. ‘ v  • '  -
The definitions contained in 30 U.S.C. 
1702 and in Part 228 of this chapter 
apply to the activities carried out under 
the provisions of this part
§ 229.10 Information collection 
requirements.
The information collection 
requirements contained in this part do 
not require approval by the Office of 
Management and Budget under 44 U.S.C  
3501 et s e g because there are fewer 
than 10 respondents annually.
Subpart B—Oil and Gas, Genera)— 
[Reserved] .  ̂ ~
Subpart C—OH and Gas, Onshors 1 r
5 229.100 Petition for delegation. _. _ ' .
(a) Hie governor or other authorized
official of any State which contains 
Federal oil and gas leases, or Indian oil*. -  
and gas leases where the Indian tribe - - * 
and allottees have given the State, an 
affirmative indication of their desire for -  
the State to undertake certain royalty 
management-related activities on their 
lands, may petition the Secretary to.; 
assume responsibilities to conduct - 
audits and related investigations of * 
royalty related matters affecting Federal 
or Indian oil and gas leases within the 
State... ' -•« T -
(b) A State may enter into a ; ' ' T
delegation of authority under this part 
without affecting a Stale’s ability to t *' 
enter into a cooperative agreement - 
under Part 228 of this chapter. — .
(c) The Secretary shall parry out all
factfinding and hearings he may decide  ̂
are necessary in order to apptove or 
disapprove the petition. - /
(d) In the event that the Secretary
denies the petition, the Secretary must7 
provide the State with the specific " . 
reasons for denial of tne petition. The r % 
State will then have 60 days to either 
contest or correct specific deficiencies^.' 
and to reapply for a delegation of -• 
authority^ . - V ~
(e) No petition may be acted upon by
the Secretary until the regulation 
requirement of $ 229.106 of the subpart 
is effective. •> - r * -•*
j  ■*-
{229.101 Fact-finding and hearings.
(a) Upon receipt of a petition for v 
delegation from a State, the Secretary, 
shall appoint a representative to *7. — 
conduct a hearing or hearings to carry -r 
out factfinding and determine the ability 
of the petitioning State to carry out the , 
delegated responsibilities requested in 
accordance with the provisions of this* 
part _ -• r-. v : _ .• -
(b) The Secretary’s representative, ‘,r 
after proper notice in the Federal ~ 
Register and other appropriate media* 
within the State, shall hold one or more 
public hearings to determine whether
(1) The State has an acceptable plan
for carrying out delegated 
responsibilities and if it is likely that the 
State will provide adequate resources to 
achieve the purposes of this Part (30 - 
U.S.C. 1735); - '
(2) The State has the ability to put in 
place a process within 60 days of the 
grant of delegation which will assure the 
Secretary that the functions to be * 
delegated to the State can be effectively
carried out; * ~ r
(3) The-State has demonstrated that it
will effectively and faithfully administer 
the rules and regulations of the ^
Secretaiy^in accordance with the . 11*-* 
requirements at 30 U.S.C. 1735;
(4) The State’s plan to cany out the/ '
delegated authority will be in . V v 
accordance with the MMS standards; . 
and 7 -
(5) The State’s plan to carry out the 
delegated authority will be coordinated 
with MMS and the Office of Inspector^ 
General audit efforts t6 eliminate added 
burden on any lessee or group of lessees 
operating Federal or Indian oil and gas - 
leases within the S t a t e . ^
{229.102 Hearings. * * 7.
A State petitioning for a delegation of 
authority shall be given the opportunity 
to present testimony at a public hearing.
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5 229.103 Terms of delegation.
(a) Delegations of authority shall be 
valid for a period of 3 years and may be 
renewable for an additional consecutive 
3-year period upon request of the State 
and after the appropriate factfinding 
required in S 229.101. Delegations are 
subject to annual funding and the 
availability of appropriations 
specifically designated for the purpose 
of this part
A delegation of authority may be
terminated at any time and upon any 
terms and conditions as mutually agreed 
upon by the parties*
(e) A Stale may terminate a delegation
of authority by giving a 120-day written 
notice of intent to terminate,-- •> „ -
(d) The Department may terminate * 
delegation of authority when it is - 
determined, after opportunity for a •' - 
hearing, that the State has failed to * 
substantially comply with the provisions 
of the delegation of authority.:, *%“■
(ej No action to initiate formal hearing 
proceedings for termination shall be r" 
taken until the Department has notified 
the State in writing of alleged 
deficiencies and allowed the State 120 
days to correct the deficiencies.
(f) Termination of a delegation shall . 
not bar a subsequent request by a State 
to regain a delegation of authority.
§ 229.104 Evidence of Indian agreement to 
delegation.
In the case of a State seeking a  ̂
delegation of authority for Indian lands 
as well as Federal lands, the State 
petition to the Secretary must be 
supported by an appropriate resalutioln 
or resolutions of tribal councils joining 
the State in petitioning for'delegation 
and evidence of the agreement of 
individual Indian allottees whose lands 
would be involved in a delegation. Such 
-evidence shall specifically speak to 
having the State assume delegated r 
responsibility for specific functions . ~ 
related to royalty management - ^ — ,* ~ 
activities. - . ■ . *■ >  ?.
§ 229.105 Recordkeeping requirements.
The State shall maintain all records, 
working papers, reports, and — . 
correspondence of individual lessees; 
operators, and interest holders foe 
review and inspection by ' . u?. - 
representatives of the Secretary * 
including the Office of the Inspector 
General. All materials must be u  . 
maintained for a period specified bythe  
Department and shall be maintained by 
the State in a separate record or file* • 
maintenance system in a safe and - -
seems fashion. \ ^ j r ..
S 229.106 Standards for carrying out 
delegated authority.
The Department, after proper 
rulemaking procedure, shall establish 
uniform minimum acceptable standards  ̂
for carrying out activities under the 
provisions of this part The standards 
shall be no more stringent than those 
applicable to similar activities of the 
Department Standards shall be 
promulgated by rule as soon as * 
practicable after die effective date of 
final issuance of these regulations. ^
§ 229.107 Reports from States;
The State, acting under the authority 
of the Secretarial delegation, shall^ 
submit quarterly reports which will - 
summarize activities carried out by the 
State during the preceding quarter of the 
year under the provisions of the  ̂
delegation. The report shall include:
(a) A statistical summary of the
activities carried out, e.g., number of 
audits performed, accounts reconciled, * 
arid other actions taken: ~ 1
(b) A summary of costs incurred ' 
during the previous quarter for which 
the State is seeking reimbursement; and
(c) A schedule of changes which the 
State proposes to make from its 
approved plan. _ . . -
5 229.106 Examination of the State — 
activities under delegation.
(a) The Department will carry out an 
annual examination of the State’s 
delegated activities undertaken under 
the delegation of authority.*
(b) The examination required by this 
section will consist of a management 
review and a fiscal examination and
30 U.S.C. 1735 are eligible for 
reimbursement •
(b) The State shall submit a voucher 
for reimbursement of costs Incurred 
within 30 days of the end of each 
calendar quarter.
5 229.110 Deduction of clvtt penalties - 
accruing to the State or tribe under the v 
delegation of authority. - v ;
Fifty percent of any dvil penalty 
resulting from activities under «  -
delegation of authority shall be shared 
with the delegated State. However, the 
amount of the civil penalty shared will - 
be deducted from any Federal funding 
owed under a delegation of authority 
under the provisions of 30 U.S.C. 1735. 
MMS shall maintain records of civil 
penalties collected and distributed to * 
the States involved in 30 U.S.C. 1735' 
delegations. Each quarterly payment 
will be reduced by the amount of the 
civil penalties paid to the delegated 
State or tribe during the prior quarter. :
5 229.120 Withdrawal of Indian lands from 
delegated authority.
If at any time an Indian tribe or an 
individual Indian allottee determines 
that it wishes to withdraw from the ’ * 
State delegation of authority in relation 
to its lands, it may do so by sending a 
petition of withdrawal to the State. ^ 
Once the petition has been received the 
State shall within 30 days cease all 
activities being carried out under the 
delegation of authority on the lands 
covered by the petition forvthe tribe or 
allottee. _ •* .
FART 241—PENALTIES ^
evaluation to determine-^ ^ .. •
(1 ) That activities being carried out by * 
the State under the delegation of 
authority meet the standards  ̂ v '  
established by the Department and in 
particular the provisions of 30 U .S .C ' .
** 1735* and ^ "
(2) That costs mcurredjby the State
- under the delegation of authority arc
eligible for reimbursement by the 
Departments ; :
• > ^   ̂
§229.109 Reimbursement for costa * 
incurred by a State under the delegation of -
- authority. * * ^
' ' • (a) The Department of fee Interior
- ’' (DOI) shall reimburse the Sta te far ICO " 
percent of the direct cost associated 
with the activities undertaken under the 
delegation of authority. The State shall 
maintain books and records in - 
accordance with the standards 
established by the DOI and will provide 
the DQi, on a quarterly basis, a *- 
summary of costs incurred for which the 
State is seeking reimbursement. Only 
costs as defined under (he provisions of 1
- ~ • -fr - - ■ - -a.*' —. ■
14. The authority for Part 241 reads as 
follow*  V'.r “3*: • /  ,
Authority: The Act of February 25.1920 (30 
U.SuC. ia t  et seq.), as amended; the Act of « 
May 21,1930 (30 U.S.C 301-306); the Mineral. - 
Leasing Act for Acquired Lands (30 IhS.C. * 
351-359), as amended: the Act of March .I,-". 
1909 [Z5UJLC 396), at amended; the ^
National Environmental Policy Act of 1909 - “ n 
(42 U.S.C 4321, et seq.) at amended; the Act' 
of May 11,1938 (25 U.S.C 39te-396q), as ^  .. 
amended; the Act of February 28, 1891 (25 •
U.S.C 397), as amended: the Act of May 29; .
1924 (25 U.S.C 398); the Act of March 3.1927 
(25 U.S.C 398a-398e); the Act of June 3a 1919 
(25 U.S.C 399), as amended; R-S. § 441 (43 
U.S.C 1457), see also Attorney General** ; 
Opinion of April 2,1941 (40 Op. Atty. Gen/
41); the Federal Property and Administrative 
Services Act of 1949 (40 U.S.C 471, et seq.), . 
as amended; the National Environmental 
Policy Act of 1969 (42 U.S.C 4321 et Beq.), as . 
amended; the Act of December 12.1980 (Putk.
L 96-514, 94 Stat 2964): the Combined 
Hydrocarbon Leasing Act of 1981 (Pub. L. 97- < 
78, 95 StaL 1070); the Outer Continental Shelf 
Lands Act [43 U.S.C 1331, et seq.), as 
amended; section 2 of Reorganization Pfra ** *
'  \  '  -  .
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No. 3 of 1950 (64 itat 1262): Secretarial Order 
No. 3071 of January 19,1982, at amended and 
Secretarial Order 3087, at amended,
15, 30 CFR Part 241 Subpart A ia 
amended by adding $ 241.20 to read as 
follows:
§ 241.20 Civil penalties authorized by 
statutes other than the Federal Oil and Gas 
Royalty Management Act of 1982.
(a) Whenever a lessee, operator, 
revenue payor, or other authorized 
person fails to comply with any 
regulations, orders or notices, the 
appropriate MMS official shall give the 
lessee, operator, revenue payor, or other 
authorized person notice in writing to 
remedy any violations. .»
(b) Failure by the lessee, operator,
revenue payor, or other authorized 
person, or other party to complete the- 
necessary remedial action within the 
time and in the manner prescribed by. 
the notice may subject the lease to 
cancellation proceedings pursuant to 30 " 
CFR 250.12 for offshore leases, 43 CFR 
Subpart 3163 and 3108 for Federal - - . 
onshore leases, or provisions of 25 CFR 
Indian leases. ^
(c) The lessee, operator, revenue 
payor, or other authorized person, shall 
be subject to a penalty of not more than 
$500 per day for each day the violation 
specified in the notice continues beyond 
the date specified in the notice, not to 
exceed 60 days. In addition to this 
penalty or in lieu thereof, MMS can take 
steps to cancel the lease.
(d) No penalty under this section shall 
be assessed until the person charged 
with a violation has been given the 
opportunity for a hearing. 7
Hearings shall be held by the ’
“ appropriate MMS official whose 
findings shall be conclusive unless an 
appeal is taken pursuant to 30 CFR Part 
243. v  -.......... - . - V ‘ • • —
16. 30 CFR Part 241 Subpart B is ^
amended by adding § § 241.50, 241.51r *' ’, 
and 241.52 to read as follows: • “
_► • < .  - .» “ •
Subpart B—Oil and Gas, General L <■
Sec. • " ^ ~ *'
241.50 Definitions.
241.51 Civil penalties authorized by the 
Federal Oil and Gas Royalty 
Management Act of 1982L
241.52 Criminal penalties.
Authority: The Federal Oil and Gas - 
Royalty Management Act of 1982 [30 U.S.C.
1701 et seq\ -
Subpart B—OH and Gas, General
} 241.50 Definitions. .
Terms used in this subpart shall have 
the same meaning as in 30 U.S.C. 1702.
S 241.51 Civil penalties authorized by the 
Federal Dll and Gas Royalty Management 
Act of 1982.
(a) (1) Notice of noncompliance. If the
MMS believes that any person has 
failed or refused to comply with any 
statute, regulation, rule, order, lease, or 
permit governing the determination and 
collection of royalties on Federal or 
Indian lands or on the Outer Continental 
Shelf, the MMS may issue a notice of 
noncompliance which shall set forth the 
nature of the violation and the remedial 
action required.^ • <
(2) The notice of noncompliance shall 
be served by personal service by an 
authorized representative of the MMS or 
by registered mail. Service by registered 
mail shall be deemed to occur when 
received or 5 days after the date it is 
mailed, whichever is earlier. - 
•" (3) When a notice of noncompliance is 
issued by the MMS under this section: »
(i) Unless the violation is corrected 
within 20 days (or such longer time as - 
specified in the notice} from the date 
that the notice is served, the person 
upon'whQm the notice is served shall be 
liable for a penalty of up to $500 per 
violation for each day such violation 
continues, dating from the date of 
service of the notice;
(ii) Unless the violation is corrected 
within 40 days (or such longer time as 
specified in the notice) from the date 
that the notice is serv ed, the person 
upon whom the notice is served shall be 
liable for a penalty of up to $5,000 per . 
violation for each day such violation 
continues;
(iii) If the person upon whom the
notice is served does not correct the ... 
violation within 20 days (or such longer 
time as specified in the notice) from the 
date that the notice is served, such '* 
person may, by that date, request a 
hearing on the record by filing a written 
request with the Hearings Division 
(Departmental), Office of Hearings and 
Appeals, U.S. Department of the Interior, 
4015 Wilson Boulevard, Arlington^ 
Virginia 22203. . L'
(4) If the Derson upon whom a notice : 
of iy)ncompliance has been served 
pursuant to paragraph (a)(3) 01 this 
section corrects the violations within 20 
days (or such longer time as specified in 
the notice) from the date that the notice • 
is served, no penalties shall be assessed 
by the MMS under this section and the 
person shall not be entitled to a hearing 
on the record provided for in paragraph 
(a)[3)(iii) of this section. The person may 
appeal the notice of noncompliance or 
other disputed MMS decision or order in 
accordance with the appeals procedures 
in 30 CFR Part 243. - \  — '
(b) (1) Notice of noncompliance for  
intentional violations. In addition to the
provisions of paragraph (a) of this -1 
section, the MMS may issue a notice of 
noncompliance for intentional 
violations, which shall set forth the : 
nature of the violation and the remedial, 
action required, to any person who— • .
(1) Knowingly or willfully fails to make 
any payment due by the date as 
specified by statute, regulation, order, or 
terms of the lease;
(ii) Knowingly or willfully fails to
submit or submits false, inaccurate, or V 
misleading data to the MMS in support 
of a royalty, rental, bonus, or other 
payment; o r/r * - .
(iii) Knowingly or willfully prepares,'
maintains, or submits false, inaccurate, 
or misleading reports, notices, affidavits, 
records, data, or other written.«v • -  
information. .\T. r -  — 7 V :
(2) A person served with a notice of
noncompliance for an intentional c - . 
violation under this paragraph shall be 
liable for a penalty of up to $10,000 per 
violatipn for each d§y such violation-.K' *. 
continues. ?  ̂v A V .o t i
(3) The notice of noncompliance for :
intentional violation shall be served in 
accordance with paragraph (a)(2) of this 
section. ' ..
(4) A person who has been served 
. with a notice of noncompliance for
intentional violation issued pursuant to 
this subsection shall have 20 days from * 
the date of service to file a written 
request for a hearing on the record with 
the Hearings Division (Departmental), 
Office of Hearings and Appeals, U.S. 
Department of the Interior, 4015 Wilson 
Boulevard, Arlington, Virginia 22203.
(c) Penalty notice. The MMS shall ?
issue a penalty notice to any person f  J 
subjeci to penalties under this section./ 
The penalty notice shall set forth the .<, 
amount of the penalty applicable for < 
each day that the violation'continues. 
The penalty amount shall be determined 
by MMS taking into account the severity 
of the violation and the person’s histoiy 
of noncompliance. The penalty for each 
day that a violation continues shall not 
exceed the amounts specified in ; ~~
paragraphs (a) and (b), of this section at 
applicable. 7 . .. - T- .
(d) Penalties unposeld under this v.
section shall be in addition to interest 
assessed on payments not received by 
the MMS by the due date and - • 
assessments for later or incorrect*'* P: 
reporting pursuant to Part 218 of this 
Chapter. ‘ • - « - • ~ ;
(e) If the person served with a notice 
of noncompliance requests a hearing on 
th^ record pursuant to paragraph - - i- 
(a)(3)[Iii) or subparagraph (b)(4) of this 
section, penalties shall accrue each day 
until the person corrects the violations 
set forth in the notice of noncompliance
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The Director, MMS, may Suspend the 
requirement to correct the violations 
pending completion of the hearings 
provided by this section, but only if the 
Director, MMS, suspends the obligation 
in writing, and then only upon a 
determination, at the discretion of the 
Director, that such suspension will not 
be detrimental to the lessor and upon 
submission and acceptance of a bond 
deemed adequate to indemnify the 
lessor from loss or damage. The amount 
of thel)ond must be sufficient to cover 
any disputed amounts plus accrued 
penalties and interest. The MMS may 
require, at any time, adjustment in the 
amount of the bond for increases in the 
amount of the underlying obligations 
determined by MMS to be due, for 
penalties or for interest -
(f) Hearing. If a person served with a
notice of noncompliance has requested a 
hearing on the record in accordance 
with subparagraphs (a)(3)(iii) or (b)(4) of 
this section, the hearing shall be - 
conducted by an Administrative Law - 
Judge (Departmental), Office of Hearings 
' and Appeals. After the hearing, the 
Administrative Law Judge shall issue a 
decision in accordance with the 
evidence presented and applicable law. 
Any party to a case adversely affected 
by a decision of the Administrative Law 
Judge may appeal that decision to the 
Interior Board of Land Appeals in 
accordance with the procedures set 
forth in 43 CFR Part 4. A decision by the 
Interior Board of Land Appeals shall be 
a final order which may be appealed in 
accordance with paragraph (i) of this 
section. -- v
(g) The Director of the MMS shall 
issue an order assessing the penalty, in 
accordance with the penalty notice, > :‘> 
against any person subject to penalties . 
under paragraphs (a) or (b) of this 
section who does not request a hearing. 
on the record as provided in paragraphs
(a)(3)(iii) or (b)(4) of this section. The 
penalty assessment must be paid within
30 days of its issuance and shall be a 
final order subject to collection pursuant 
to the provisions of paragraph (j) of this 
section. v
(h) On a case-by-case basis the 
Secretary, or his/her authorized 
representative, may compromise or 
reduce civil penalties under this section. 
The amount of any penalty under this 
section, as finally determined, may be 
deducted from any sums owing by the 
United States to the person charged.
(i) Any person who has requested a 
hearing in accordance with paragraph 
(a) or (b) of this section within the time 
prescribed for such a hearing and who is
. aggrieved by a final order may seek 
review of such order in the United 
States District Court for the judicial 
district in which the violation allegedly 
took place. Review by the District Court 
shall be only on the administrative 
record and not de novo. Such action 
shall be barred unless filed within 90 
days after the final order.
(j) If any person fails to pay an 
assessment of 8 civil penalty under this 
section after the order making the 
assessment has become a final order, 
and if such person has not filed a 
petition for judicial review in 
accordance with paragraph (i) of this 
section, or, after a court, in an action 
brought under this section, has entered a 
final judgment in favor of the Secretary, 
the Court shall have jurisdiction to 
award the amount assessed plus interest 
assessed from the date of the expiration 
of the 90-day period referred to in 
paragraph (i) of this section. The amount 
of any penalty, as finally determined, ' 
may be deducted from any sum owing 
by the United States to the person 
charged. — *
§ 241.52 Criminal penalties.
Any person who commits an act for 
which a civil penalty is provided at 30 
U.S.C. 1719 shall be subject to criminal 
penalties as provided at 30 U.S.C. 1720.
PART 243— APPEALS— ROYALTY 
MANAGEMENT PROGRAM
17. 30 CFR Part 243 is amended by 




2432 Effectiveness of orders or decisions 
pending appeaL . " '
Authority: R.S. 463, 25 U.S.C 2; R.S. 465, 25 
U.S.C 9; section 32.41 Stat 450, 30 U.S.C 1«  
"section 5, 44 Stat. 1058, 30 U.S.C. 285; section 
10. 61 Stat 915. 20 U.S.C. 359; { 5, 0, 67 Stat 
464, 465, 43 U.S.C 1334,1335; section 24. 64 
Stat 1573, 30 U.S.C 1023, 30 U.S.C 1701 et 
seq. -f‘ •
$243.1 Procedure,
Except as may otherwise be provided 
in Part 241 hereof, an order or decision 
issued under regulations administered 
by the Royalty Management Program ^ 
may be appealed in accordance with the 
provisions of Part 290 of this Chapter,
5 243.2 Effectiveness of orders or 
decisions pending appeals.
Compliance with any Orders or 
decisions, issued by the Royalty 
Management Program after August 12, 
1983, including payments of additional 
royalty, rents, bonuses, penalties or 
other assessments, shall not be 
suspended by reason of an appeal 
having been taken unless such 
suspension is authorized in writing by 
the Director, MMS, (or by the Deputy 
Assistant Secretary for Indian Affairs 
when Indian lands are involved), and 
then only upon a determination, at the 
discretion of the Director or Deputy 
Associate Secretary for Indian Affairs, 
that such suspension will not be * 
detrimental to the lessor and upon 
submission and acceptance of a bond , 
deemed adequate to indemnify the 
lessor from loss or damage,
fFR Doc. M-23018 Piled 9-2D-M; &4S -v  .
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Bureau of Land Management 
43 CFR Part 3160
| Circular No. 2553]
Onshore Oil and Gas Operations; 
Implementation of the Federal Oil and 
Gas Royalty Management Act of 1982
a g e n c y : Bureau of Land Management; 
Interior. - ■
a c t i o n : Final rulemaking. -
s u m m a r y : The final rulemaking revises 
the existing regulations by adding new 
provisions pertaining to operations on 
onshore Federal and Indian (except 
Osage) oil and gas leases to implement * 
those portions of the Federal Oil and 
Gas Royalty Management Act of 1982 
which apply to onshore field operations. 
This final rulemaking does not address 
those portions of the Federal Oil and 
Gas Royalty Management Act 
pertaining to onshore leasing, Outer 
Continental Shelf operations or revenue 
accountability, except to the extent that 
the onshore leasing revenue 
accountability provisions affect or 
Interact with field operations.
EFFECTIVE DATE: October 22,1984. 
a d d r e s s : Inquiries or suggestions 
should be sent to: Director (630), Bureau 
of Land Management,.1800 C Street 
NW., Washington, D.G 20240. .
FOR FURTHER INFORMATION C O N TA C T: 
Eddie R. Wyatt (202) 653-2133 
or ; :•
Robert C. Bruce (202) 343-8735. ' 
SUPPLEMENTARY INFORMATION: The
proposed rulemaking that would revise . 
the oil and gas operating regulations to 
incorporate the operational - 
requirements of the Federal Oil and Gas _ 
Royalty Management Act was published 
. in the Federal Register on September 16. 
1983 (48 FR 41783). with a 45-day r r i 
comment period. During the comment 
. period, comments were received from 27 
different sources; 15 from oil and gas 
companies; 4 from Indian tribes; 3 from 
oil and gas industry associations; 1 from 
an Indian tribal association; 1 from a 
wildlife association; 1 from a State 
government; and 2 from Federal k
agencies. All of the .comments were 
given careful consideration during the 
decisionmaking process on the final 
rulemaking. If a change wa6 made in the 
final rulemaking due to comments, that 
change is described in this preamble. If 
no change was made, even though 
requested by the comments, the reason ’ 
for not accepting the change is 
discussed.. : — ~ .
General ~ ■
The Federal Oil and Gas Royalty 
Management Act of 1982 (30 U.S.G. 1701 
et seq.) focuses primarily on royalty and 
rental collection, but also includes 
provisions relating to on-the-ground 
operations. As a result of Secretarial - 
Order No. 3087 dated December 3,1982, 
and amended on February 7,1983, the 
Bureau of Land Management was 
delegated authority to administer 
onshore minerals operations and the 
Minerals Management Service was . 
delegated authority to administer 
accountability functions. Therefore, the 
Service has published a companion 
proposed rulemaking, which amendsj~
. Title 30 of the Code of Federal- > .
Regulations, which addresses 
revenue accountability functions 
affected by the Federal Oil and Gas * 
Royalty Management Act. The Bureau, <  ̂
in addition to this rulemaking, published 
on February 3,1984, a proposed V* 
rulemaking (48 FR 4217) which** ' :
addresses the lease r e in s t a t e m e n t^ : 
provisions of title TV of the Act. The 7 J-. 
changes made by this rulemaking, while .. 
substantial, relate to only a portion of 
the Act and are limited in scope to the 
sections of the Act that affect operation ̂  
regulations. ' '
* * Several comments suggested that the 
45-day comment period was not 
sufficient to permit in-depth analysis of 
the substantial revisions made by the 
proposed rulemaking in the existing oil 
and gas operation regulations and • _
requested an extension of the comment 
period. The requests tor ah extension of 
the comment period were considered, _ . ,  
with attention being given to the r
complexity of the changes made by the ^ 
proposed rulemaking. A decision was 'V;* 
made not to grant the extension, 
because it is important that the Federal^ 
Oil and Gas Royalty Management Act 
( regulations of the Bureau and Service be - 
issued a! approximately the same time. 
and be made effective as soon as \ .. 
possible. Further, the comments vS~-' "■ -r 
received indicate that the public did, in 
fact, have enough time to do a careful 
and thorough analysis of the rulemaking* 
These efforts are appreciated, i r 7^
One comment raised several policy ~  
questions, i.e„ the recourse available to 
an Indian Tribe if the Bureau of Land *rr 
Management does not conduct \:’z- A 
inspections that are satisfactory to (he 
Tribe, the presumed denial of — -
proprietary data to a Tribe under the 1. 
proposed revision of the confidentiality ■
- section, the level of communication \  ‘17.
between the Minerals Management 
. Service and the Bureau and the i  
,v distribution of civil penalty funds. Th£: - 
comment suggested that the final-77
rulemaking contain provisions covering 
each of these elements. With the.. 
exeptior) of the provision for - 
safeguarding proprietary information, 
which is discussed more fully in 
response to those comments specifically 
directed to $ 3162.8, these questionsvare 
policy issues that are more properly 
considered in other areas rather than as 
part of this final rulemaking. This final 
rulemaking prescribes standards for 
lessees and operators to follow in ^ 
conducting operations oh Federal and 
Indian oil and gas leases and the 
Bureau’s responsibility for inspecting 
those operations. Other questions \ 
should more properly be addressed In 
other ways. The rulemaking should not 
contain additional, inappropriate issues. _ 
Several comments suggested that the 
proposed rulemaking, particularly with 
regard to the administrative penalties, 
exceeds the intent of Congress and the 
specific provisions of the Federal Oil 
and Gas Royalty management A ct '"j ^
-These comments suggested that the ^  
inclusion of items in a listing of common 
violations does not in and of itself 
constitute a sufficient reason for those 
listed items to be considered violations. 
In preparing the proposed rulemaking 
and this final rulemaking, the 
Department of the Interior made every 
effort to have the rulemaking language 
track the language of the Act. As part of 
the preparation effort, consideration 
was given to the legislative history of 
the Act in those instances where the\ 
provisions of the Act were not clear. It is 
agreed that the listing of certain actions . 
in a list of violations does not, in and of 
itself, constitute sufficient reason for v  . 
that action to be considered a violation. 
However, each of the violations . > *7/ 
included in the list of violations ~ 
currently m use is derived from other 
regulations, orders or lease terms. 4 > ’■
Generally, any citation for a violation'* , 
issued to a lessee will include h. - ; y  v 
reference to the specific provisions 7. -. 
violated. The administrative penalties >  
are modified by the final rulemaking and 
those modifications are discussed in̂  . - 
detail later in this preamble. * V - ,r 
•; ^ One comment suggested that the 
penalty level in the final rulemaking be - 
related to the lease production level to - 
preclude penalties being assessed on a •
„ marginally economic lease, thus causing 
premature abandonment. The suggestion 
has not been adopted in the final 
rulemaking because it is not proper io 
have a dual standard of compliance . 
based on lease economics. However, in - 
response to this comment and others - - 
relating to the excessive nature of the 7- 
v penalty provisions in the proposed 
rulemaking, the final rulemaking \  .v
1
\- T
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includes a cap on the maximum amount 
of each level of civil penalty. This 
change will prevent a penalty from * * 
becoming overly disproportionate to the 
original violation while remaining an 
effective deterrent to continued . ~ 
noncompliance. The final rulemaking 
includes a cap on most penalties of 00 
days from the date of notice or report 
and on other penalties of 20 days from 
such date. If corrective action has not * 
occurred when any of the maxim urns are 
reached, lease cancellation action shall 
be initiated. When a transporter’s 
penalty reaches the maximum, action • 
shall be taken to terminate its right to 
remove and transport productions from 
Federal and Indian leases within & ' y  
specified area for a specified period of r-, 
time.1 * v v. ‘ ** - ~~
Another comment discussed the ' 
mechanics of filing an application for a 
permit to drill and the amount of *.
paperwork involved with thal^.%\^V:>*-vv 
application. The provisions of the 
existing regulations relating to obtaining 
a permit to drill were not included in the ■ 
proposed rulemaking. This being the 
fact, it would be inappropriate to • *' . _ 
consider any change in those provisions' 
as part of this final rulemaking.
However, most of the issues discussed 
in the comment are addressed in the 
publication of Operating Order No. 1 in 
the Federal Register of October 21,1983 
(48 FR 1983) corrected December 20,
1983 (48 FR 56220). Thus the issues - 
should have been discussed in'* ^. • 
connection with that docuibent ^ 
One comment advised that a number 
of elements were missing from the : 
existing regulations in 43 GFR Part 3160 
and were not Included in the proposed, 
rulemaking. The comment recommended 
that these missing elements be added to 
this final rulemaking,, Le.:, requiring the 
filing of run tickets, meter proving data, T 
royalty rate changes knd documentation 
of theft venting and flaring gas; setting ' 
forth of the responsibility of sub-lessees; 
monthly reconciliation of accounts; •
Annual audits; role cf Indian tribes in 
- joint audits; reference to the Production 
' Accounting and Audit System and the 
Automated Financial System; Jr̂ ‘ 
acknowledging the power of the tribal/ 
State government as lessors int v° * - 
Inspections and investigations; and ■' ~ 
collecting of interest and penalties on K 
underpaid royalties. Most of the’ 
foregoing points are within the y  r  •* 
jurisdiction of the Minerals Management 
Service and are covered in th en  - : 
companion rulemaking being issued by 
’ the Service. Responsibilities of 1.r*> * - 
assignees (sub-lessees) and adjustments
of royalty rates on Indian lands fall - .....
under the jurisdiction of the Bureau cf
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Indian Affairs end are currently • - •
included in 25 CFR Parts 211, 212,213 
and 217. The authority of State ' 
government lessors to inspect and 
regulate operations of their lands is not 
properly part of this rulemaking because 
the Bureau of Land Management’s 
authority is limited to Federal and 4 
Indian lands, except as authorized by a 
unit or communitization'agreement 
Indian tribes are free to conduct * 
whatever investigations and inspections 
they deem necessary on their lands and . 
in accordance with their own separate . 
authority. However, title II of the "
Federal Oil and Gas Royalty 
Management Act and the regulations in 
43 CFR Part 3160 pnly apply to - • v 
cooperative agreements with Indian : 
tribes to perform those inspections and 
investigations for which the Bureau of ' 
Land Management is responsible. -
The following discussion relates to 
comments that were directed to specific 
sections of the proposed hdemaking.
Comments v v  \  “ *' ~ r ~
Section 3160.0-5 Definitions.
One comment suggested that : 
authorized representatives be provided 
with identification which includes 
indicia of their authority and, further, 
that they be obligated to protect any * 
proprietary data obtained during an 
inspection or investigation under the 
same responsibility as the Secretary of 
the Interior. The term “authorized 
officer” refers to a Bureau of Land 
Management employee who has been 
delegated authority to perform the 
duties set out in the regulations. The , 
term “authorized representative” was t 
added as a definition by the proposed 
rulemaking to refer to someone other * . 
than a Bureau employee who is 
authorized by the Bureau to conduct ~ 
certain facets of the Bureaus duties. ’r  ' 
Any such authorized representative will 
be provided an official identification' 
card which will show the extent of his/ 
her authority. Provisions for the 
protection of proprietary data will be 
included in all cooperative agreements, 
delegations to States and contracts in 
accordance with specific provisions of 
the Federal Oil and Gas Royalty 
Management A ct No change has been ^ - 
made in this term in the final 
rulem aking/'  : ^  ^
One comment advised that the 
definition of the term “lease”, when 
taken in context with the definition of 
the terms ’lease site” and “lessee”, is 
broad enough to include private and 
State lands included in Federal units 
and suggested that all the definitions be . 
strictly limited so that they apply only to 
Federal and Indian leases. The final
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rulemaking does not adopt the 
suggestion made by the comment end 
the definitions are unchanged. The 
principle of unitization, or other pooling, 
is that operations on any committed 
lease are deemed to be on or for the 
benefit of any other committed lease.
Since all committed leases within a 
communitized area ©r unit participating' 
area share in the total production from 
the communitized tract or participating 
area regardless of the ownership of the 
mineral estate where the wells are 
located, the Bureau of Land 
Management must have some limited 
authority to obtain needed data and to 
inspect non-Federal and non-Indian 
sites to assure that the Federal and *: 
Indian interests are protected. ThI© 
limited authority is spelled out in the 
formal agreement, i.e^ un it,.. :
communitization or gas storage. If the 
agreement fails to provide such limited . 
authority to the Bureau or if the United 
States merely accepts the agreement 
rather than formally approving It,. 
usually in the case of nominal Federal or 
Indian interest ownership therein, these 
regulations do not apply to operations 
on private or State lands. .•
Two comments advised that the * 
definition of the term “lessee” is - 
troublesome. One comment suggested 
that designated operators be included in - 
the definition of lessees. The other 
comment suggested that the definition 
does not precisely track the definition in 
the Federal Oil and Gas Royalty 
Management Act, but stated that the 
major concern with the definition is that - 
notices of penalty should also be sent to 
the actual lessee if the.operator is - : - 
someone other than the lessee. This' r /_ • 
term is difficult to define, especially in - w 
light of the varying interpretations of the . 
terms “lessee” and “operator” in ' 1 
common usage in various segments of * ; 
government and industry. While the * % 
final rulemaking does not make and 
change in the definition of the terra, * - 
there is no intent either to broaden or to 
1 restrict the legal definition of the terins ~ 
“lessee” or ̂ operator”, or to define the 
ultimate responsibilities of the entities 
involved in lease ownership. It is • "v - 
important to keep in mind that the 
regulations in part 3160 apply to- • ~ ~ 
operations oii or for the benefit of *' r r 
Federal and Indian oil and gas leases 
and are focused on setting standards for 
those actually conducting those 
operations. Therefore, as a convenience, 
the term “lessee” is used in these 
regulations to include both lessees and 
operators. In actual practice, the Bureau 
of Land Management initially will look ‘' .  
to the person actually conducting the" 
operations on the lease to correct any •
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violations found or lo pay any penalties 
imposed. If someone other than the 
lessee is the operator of the lease, * 
copies of the notice of penalty issued to 
the operator will be mailed to the lessee.
Section 3161.3 Inspection.
One comment suggested that the final 
rulemaking amend this section by 
inserting the phrase "or capable of 
producing**.between the word 
"producing" and the words "oris 
expected to produce" In the first 
sentence to clarify that high capacity 
shut-in leases will receive at least an 
annual inspection also. This ' 
recommended change* whije having 
some merit* was not adopted by the 
final rulemaking because the language * 
of the proposed rulemaking was taken 
directly from the Federal Oil and Gas 
Royalty Management Act"
Several comments on this section 
suggested that tfiepriorities of ^  
inspections on leases be determined* ~~ ’ 
only after individual needs were ^  _ _T* 
considered. One suggestion was that * 
’Stale and lndian tribe requests forv ' 
specific inspections receive the highest 
priority. Another comment suggested 
that all producing Indian leases should 
be inspected a number of times each 
year even though it was acknowledged 
that the Bureau of Land Management - 
does not have a sufficient number of . 
inspectors to inspect all leases, both 
Federal and Indian, several times each 
year. One comment advised that the 
Federal Oil and Gas Royalty . ~ . 
Management Act requires the Director; 
Bureau of Land Management, to develop . 
guidelines setting forth the coverage 
frequency of inspections, but that tin* i  
aspect was not addressed in the - V  - . 
proposed rulemaking. The rammgpi ~ 
requested that the guidelines be * J + * : 
developed and published in the Federal .. 
Register for public cnmmenL In addition „ 
to other comments on the tem , 
"inspections*** several of the comments _" 
requested that the term "significant 
quantities"* used in the tern v  j, «_i 
"inspecii ons'VW added toJb£_ ^  ^  1.
definitions in the final rulemaking and 
used as the basis for at least nnniu4  
inspections. The general them£ of afi of _ 
these comments is that inspection . . . .  
frequency and coverage be spelled cot 
in the final rulemaking. These - ,  /L/V 
suggestions have not been adopted b y . : ^ 
the final rulemaking. The regulations in 
part 3160 only establish minimum . . . .  
standards as to .what is lo be 
accomplished. How the standard is to be 
met is more property included in „ 
manual, instruction memoranda or other , 
internal guidelines. The Bureau has a; j *#vi> 
manual chapter in effect which 
establishes guidelines concerning whal
is to be inspected on producing leases. - 
In addition* each Bureau District office 
prepares an annual inspection plan 
based on the Bureau's Inspection *th4 
Enforcement Strategy, which sets forth -  
the frequency of inspection for leases in 
that District The inspection frequency is. 
based on several criteria, such as: (1 ) - 
Significant production; (2) history on 
non-compliance; (3) amount of available 
work force and funding; and [4) a set- 
aside of time and resources to ;  ̂r  ~
accommodate requests for specific ^ ^
inspections received from the Minerals • 
Management Service, the Stales and 
Indian tribes. The Bureau believes that .
this system is superior to formalizing the ' 
procedures in regulations and that it 
satisfies the requirements of the Federal : 
Oil and Gas Royalty Management AcL ~ 
One comment suggested that standard 
terms and funding provisions pertaining 
to cooperative agreements and * ~
delegations for inspection authority^be  ̂
added by the final rulemaking, This *' * r  
suggestion was not adopted by the final 
.-rulemaking. There are oil and gas' “ 
operations on Federal lands in 22  . x 
different States. In order to ’• . ..
accommodate the differing requirements 
of the many involved States, the . . . . . .  v
regulations are kept as simple as 
possible* Le„ merely providing the 
authority to enter into such . 
arrangements in accordance with the 
Federal OH and Gas Royalty . . 
Management Act, leaving funding. _ 
delegation terms and cooperative 
agreement terms open* constrained only* 
by the specific provision^ of the Act  ̂ "
applicable (hereto, ^  V ^  ̂  . i
Several comments expressed concern r- 
that inspector qualifications were not 
part of the proposed rulemaking* nor - 
were they included in die existing' ̂  r .  ̂
regulations in Partaiea These /Jl ~
comments recommended various.*
’ experience levels* industry t r a i n i n g : ;
Courses that should h* 1*1 pp, ftnfi x -    .
demonstration of judgmental capacity  
that should be Included jn the final 
rulemaking as qualification standards : 
for inspectora.These recommendations- J
have not been adopted by the frank e-- 
rulemaking*TTie Bureau of Land ... J -
Management acknowledges that an  ̂ r 
individual does not naturally possess . 
the knowledge heeded to be an effective . 
inspector in this program. However, the r 
majority of the inspectors now in the--- 
Bureau’s District offices were employed 
by the Geological Survey and the 
Minerals Management Service. Further, 
the Bureau has continued Survey/ -  v. 
Service training programs and is in the • 
process of developing more intensive s,-*> 
training courses, some of which use -  
industry experts as instructors. This .
training will be available to any State or 
Indian inspectors as the need arises as a 
result of cooperative agreements or
delegations of authority being t_
completed. Position qualification r - 
standards for employment as an 
inspector are on record as are the 
standards for promotion of inspectors. 
These documents and procedures are 
'much too detailed and involved to be ♦' 
included in these operating regulations 
whose main focus b  on standards to be 
applied to oilfield operations. Further, * 
personnel standards and hiring 
procedures, which are subject to - 
constant change* do not property belong 
in regulations. . - - v: '- - 1  • \ ■
Several comments suggested that tire - 
term "cooperative agreement site*’ in the 
first sentence of § 3161.3(a) of the •* -1 
proposed rulemaking is misleading and 
confusing due to the use of the term 
cooperative agreements in the context of 
înspection functions. This suggestion 
has been ̂ adopted and the final . rjjr/. 
rulemaking deletes this phrase, - 
addition, the section has been clarified  ̂
by adding at the end of paragraph (a) - - 
language which describes the sites to be. 
inspected. ; .
One comment suggested deleting the . 
figure *T" from the phrase "significant 
quantities of oil or gas in any 1 year" as 
it appears in paragraph (a). The final , 
rulemaking adopts this suggestion and 
deletes the figure “I V  , - — •
One comment questioned whether the 
Bureau of Indian Affairs is involved in 
this section and in other sections of tins 
proposed rulemaking. They suggested > 
this be clarified by including the Bureau': 
of Indian Affairs authorities in this area^
* The final rulemaking has not adopted 
tins suggestion because Secretarial v- 
Order No. 3087, as amended. [48 FR / 7 * * 
8983k delegates the responsibility for .? 
activities covered by part 3160 to the ~r ^ 
'Bureau of Land Management for b o t h . 
Federal and Indian leases: In addition* > j 
5 3160D-3 contains reference to thfc * f  m 
statutory authority for operations on t  , .‘ 
both tribal and allotted landoL;>-j,T ;> *f
Section 3162.1 General requirements.
■ ■ . * ■ • -- • 7‘. v >
Several comments advised that the ̂ , 
requirement to permit inspections of ; 
lease sites and records normally kept on 
those sites is an onerous burden unless -  
limited to normal business hours since it 
would require operators to maintain . ;  ■» 
supervisory personnel at the lease sites . 
24 hours a day. While agreeing with the * 
principle raised by the comments* the ^  
final rulemaking does not limit the 
inspection period for all inspections to ..y 
"normal" business hours. To do so ^  vv:7 
would prechide inspections at other y- \ 
times and also would require prescribing
\ . t
w ^  .
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what i& meant by the term “"normal 
business hours.** However, routine 
inspections of records will generally be 
conducted during normal business 
hours. Therefore, a sentence has been 
added to the final rulemaking that * ,
provides that "(IJnspechons involving 
record examination shall normally be 
conducted during those hours when  ■* - 
responsible persons are expected to be 
present at the facility being inspected.** 
Drilling and completion operations 
usually operate 24 hours a day until' . * ; 
finished. Truck and pipeline transporters 
may operate 24 hours a day. tn addition, 
emergency or other investigation. 
processes may require an inspector* - ^  _ 
presence at a lease site outside of . .. . 
normal business hours,..,
Several comments suggested lhatj  ̂ o  
immediate access to leases and records.. •_ 
is inconvenient, unsafe for the inspector,, 
causes problems with landowners when j. 
other than Federal or Inchan surface is -  
involved and creates litigious situations r 
concerning damage to company property- 
or injury to the inspectors, particularly 
considering that non-Bureau of Land / 
Management employees may be making, 
inspections. The comments -
recommended that at least a 24-hour 
notice be given prior to an inspection..
The final rulemaking does not accept 
these recommendations and the; '  .
provisions for immediate access to the . 
lease sites and records for' inspection 
purposes remain part of the final . ,
rulemaking. The language of the final 
rulemaking follows the language of the - : 
Federal Oil and Gas Royalty _ *-
Management Act While the *
v recommended 24-hour notification might. 
be in order for routine,detafled^-^w-»- rrr 
producing lease inspections, it is simply^, 
not practical to require such notice as * V  
condition precedent to all inspections .r 
considering the various types of r «
inspections conducted Le„ non-detailed 
fly-over or drive-through, rehabilitation 
of abandoned sites, drilling naAy'4-r ;V
workover; meter proving, oil andwaler * s  
spills, accident investigational 
transporter documentation 
abandonment operation*. It is beyond 
the scope at the regulations in part3100 
to discuss tort liabilities incident to - v  
inspection procedures or to attempt to * . 
resolve difficulties with surface, 
landowners and, further, til* v  ^ f  • r . 
questionable whether a day's prior " - 
notice would actually resolve either of 
the perceived problems^ - - ~ . ; ? r.
One comment advised that a penalty 
of $10,000 per day for violation of *
§ 3162.1(b) seems excessive. No change - 
has been made in the final rulemaking 
as a result of this comment since the : 
Federal Oil and Gas Royalty ‘
Management Act prescribes a penalty of* 
up to $10,000 per day for such violations. 
However, neither the Act nor the -  
regulations require the maximum 
penhlty to be assessed in each case.
One comment argues that {  3162.1(b) 
expands the Bureau of Land 
Management*s right to inspect lease r* • 
sites to include •‘records normally kept 
on the lease-*' by citing section 103(a) of 
the Federal Oil and Gas Royalty 
Management Act which provides (he '  
Secretary of the Interior must formally 
request record examination In 
conjunction with an audit or v ^  
investigation and recommends the * 
deletion of the language by the final 
rulemaking. The final rulemaking doe* " 
not adopt the recommendation. The * \ 
Department of (he Interior interprets the . 
first sentence of section 103(a) of the Act ~ 
as requiring the establishment and ' - 
maintenance of reasonable records by 
regulation and the second sentence of ' 
that section permits examination of r - 
those records immediately upon request 
of a duly authorized inspector.^
Section 316Z4-1 Well records and -  
repoiis-  ̂ ~
One comment recommended that the ‘ 
copies of logs required by S 3162.4-l(a) 
be subject to restrictions pertaining to 
protection of proprietary data. No -
change is needed in this section to 
protect these data because they are 
already protected by 5 3162JL
Several comments suggested 
alternatives to reporting by the 5th 
business day new or resumed ~ 
production other than that required by 
§ 3162.4-lfb). The Federal Oil ancFGas 
Royalty Management Act Is explicit in 
this regard and the only question open"'; - 
jo discussion is how this reporting is to* 
be accomplished. The recommendations 
made in the comments are addressed a* " 
follows: the requirement for reporting by 
the fifth day applies to wells located on 
private and State lands which are-* > :
subject to federally approved unit v f r 1 ' ** 
communitization agreements under" 1 
whichTederal or Indian leases share ih*\‘ 
production. This subject is part of a . 
previous discussion pertaining to ;' ' f 
operations in areas subject to such ~  
agreeements. The rulemaking does not 
limit tiie reporting requirement only to 
'Federal and Indian lease well* as 
requested in the comment because . ^  ~ ~ 
section 102(b)(3) of the Act clearly states 
***** begins production on a lease site 
or allocated to a lease site * * **\The 
Well Completion Report and Log Form ~ 
does not provide the needed ~~ - ‘
information, as it reports only that the"
‘ well has been completed or recompleted 
for production and not necessarily that 
it has commenced production. A  letter
postmarked not later than the 5th 
business day after production begins 
will not satisfy the reporting - 
requirement as the receipt of the data 
by th6 Bureau of Land Management - * 
would necessarily occur sometime after 
said 5th business day. The 30-day 
reporting requirement for monthly 
reports which appeared in the former 30 
CFR Part 2 2 1, which now appear^at 43 
CFR 3162,4-3, does not satisfy the ,, 
specific reporting requirements of 7 
section 102(b)(3) of the Act. The Act . 
specifies that the requirement for 
reporting by the fifth day is 
supplemental to and not in lieu of the 
monthly reporting requirement The -7 -
reporting requirement for wells idle, 
more than 90 days is specific in the Act 
with regard to both new and .. .*/ *
recompleted wells. The level of violation 
for knowingly or willfully failing to 
report new or resumed production ls? ] 
specific in section 109(c)(3) of the Act V : -  
and, therefore, seems to have been -%* r*v> n 
considered very important by the -\ v7 .7  
Congress. Thus, the Bureau is reluctant 3 
to classify an unintentional violation in 
this regard as minor. The need for 
definition of the term “begins 
production*' was consistent in most of —  
the comments. The comments suggested 
the insertion of words such as - .
“commercial," or “into facilities for 
which sales can be conducted," or “Into 
permanent facilities". These would not 
adequately describe what “begins 
production" means. The final 
rulemaking does insert the phrase “on 
which royalty is due" between the 
words “production" and “anywhere on a 
lease site” to more properly describe * 
which production must be reported by * > . 
the 5th business day after “production •. 
begins or is resumed.*-; - v  v ' « 
Consistent comments concerning the ;  
language of § ’3102.4-l(d) of the . - r ' " r  \  
proposed rulemaking were to the effect - * 
the Bureau of Land Management action 
is an unjustified, unreasonable and. 
unauthorized extension of the record* : *'. 
retention provision of section 103(b) of^ *: 
the Federal Oil and Gas Royalty- * ” \.
Management A ct The records retention 
provisions appear in two sections of the 
regulations, % 3162.4-1 for well records 
and reports and {  3162.7-1 for 
disposition of production. Experience 
has shown that most lessees routinely -  7 
maintain records covering the complete 
history of any well drilled and the : \ 
production equipment used on the lease 
for so long as the lessee owns the lease 
and/ofr it is producing. This would 1 * v
usually be for the life of the lease since 
information,Including data on drybolei 
or failures, is essential to continued \ J 
ownership and operation of the lease. *
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These are the data that it was 
anticipated lessees would keep when 
the records retention provision was 
• added to 8 3162.4-1 and the requirement 
for their retention is authorized by other 
sources in addition to the Act In 
reviewing § 3162.4-1 (a), it iB noted that 
“disposition of leasehold products’* was 
included in duplication of $ 3162.7-1 so 
the final rulemaking removes those 
words from § 3162.4-I(a). However, in 
response to the comments advising that 
the provisions for retention of reports 
were inconsistent, the final rulemaking 
does modify § 3162.4-l(d) to only 
require retention for 6 years from the 
date the records are generated,'
While it is believed that good - 
business practice in the operation of 
Federal and Indian leases will dictate ~ 
retention of such well records for a 
longer period, this will no longer be a 
requirement of the regulations.';
Section 3162.7-1 Disposition-of . , •
production.^ - „' ; — !. /  =- ... ,
~ Two comments requested that the 
definition of the term “appropriate law 
enforcement officer” as used in § 3162.7- 
1(c) be expanded in the final rulemaking 
to include tribal law enforcement , 
officers when the operation is on Indian 
lands. The final rulemaking does not 
make the requested change. It is beyond 
the purview of these oil and gas 
operating regulations to attempt to 
expand, limit or otherwise delineate the 
jurisdictional authority of any law 
enforcement officer. The term - - • 
“appropriate law enforcement officer,” 
as used in this section, would include 
tribal law enforcement officers on 
Indian lands. However, the language is _ 
permissive. Le., those officers may use 
the regulations authority, in addition 
to other authority, but they are not - • ., 
‘obligated to do so. In addition, the . . • / .  
language of the rulemaking is taken ' 7 
directly from the Act. ,
One comment advised that; ... \
application of S 3162.7-l[d) must be - 
limited to those leases issued after the* 
effective date of the Federal Oil and Gas 
‘ Royalty Management Act The final St ... 
rulemaking did not adopt this *7 
recommended change because section 
305 of the Act clearly provides that the 
provisions of the Act apply to leases 
issued before, on or after the date of its 
enactment unless it would result in an 
alteration of express and specific 
provisions of a lease issued prior to the 
effective date of the Act 
Several comments advised that the 
term “intended first destination” of oil 
drgas, particularly when transported by 
pipeline, is very difficult to comply with, " 
The point raised in the comment is well 
taken. The phrase is derived from-. _ ,
sections 102 (c)(1) and (c)(2) pf the 
Federal Oil and Gas Royalty 
Management Act but when taken in 
context with section 103(a), it is 
apparent that the provision is directed 
toward data concerning the first 
purchaser rather than the actual 
geographic destination. Therefore, the 
phrase “intended first destination” in 
the proposed rulemaking has been 
replaced in the final rulemaking by the 
phrase “intended first purchaser.” /.
One comment requested that the term 
“person engaged in transportation of oil 
or gas” be clarified to indicate whether 
the transporter or the consignor is the 
party referred to in the definition. The 
final rulemaking does not further define 
this term. In many cases, the consignee, 
the transporter and the consignor are • 
one and the same corporate entity. In 
other cases, they are closely related 
even though separate corporate entities.
In still other cases, there are genuine 
arm9-length relationships between some < 
or all of the parties. Finally, in the case 
of contract truckers, there is no 
relationship to either the consignee or . : 
consignor, except for the contractual 
obligation. Therefore, both the Federal 
Oil and Gas Royalty Management Act 
and this rulemaking are aimed at - 
whatever entity is actually engaged in 
moving the oil or gas, regardless of •' 
whether his/her status is that of a 
producer, purchaser or merely 
transporter, or any combination thereof.
One comment suggested dividing _ 
paragraph (c) into more readily 
identifiable and competent segments. . 
The final rulemaking has adopted this 
suggestion, with the paragraph being 
divided according to requirements of the 
Federal Register. ; \ ;-
. Section 3162.6 Confidentiality. '
. Several comments requested inclusion 
of the word “audit” with the word. j  . 
“investigation” and discussed the 
semantics of the two words to show^. " \ 
either that they are related in meaning 
or, alternately, that they are unrelated in 
meaning. Comments pointed out that 
section 202 of the Federal Oil and Gas 
Royalty Management Act uses the 
words “inspection,” “auditing,” .- . r - 
“investigation” or “enforcement” - - 
together. The final rulemaking has not 
adopted this suggestion. This final 
rulemaking applies only to matters 
within the jurisdiction of the Bureau of 
Land Management Secretarial Order . 
No. 3087, as amended, delegates the 
authority for audits solely to the 
Minerals Management Service. The 
Bureau, of course, will remain available 
to the Service as a cooperator in any 
audit activity in a consultative capacity 
when needed and requested by the
Service. The Bureau considers 
inspection to be an integral part of any 
investigation.
One comment discussed the two ; 
consecutive 12-month periods of 7~ •* V 
confidentiality in 8 3162.8(a) of the v 
existing regulations and seemed to be 
requesting revisions of that section. The 
proposed rulemaking did not address 
8 3162.8(a) and it would be~ - -
inappropriate to make any substantive 
revision of that section in this final \  1
rulemaking. The final rulemaking does 
not amend 8 3162.8(a).. - - ‘ ‘ ■ *
Several comments expressed concern '  ̂
that the proposed rulemaking would bar 
Indian tribes from receiving data they 
need unless they waive their sovereign ; 
immunity. Operators expressed concern r 
that confidential data they have * ^  
provided be protected to the same 1 7: 
degree that it has been afforded in the V 
past by Department of the Interior * 
employees. The operators insist that any - 
entity, such as a State, Indian tribe or 
Indian allottee, and particularly 
individuals associated with those" 
entities, be accountable for ' * . -  
unauthorized disclosure or mis-use of - 
the confidential data. Title II of the o ' 
Federal Oil and Gas Royalty /  -
Management Act relates to cooperative ^ 
agreements with States and Indian 
tribes and delegation of authority to "the 
States. Section 203 pertains to 
information provided under Title IL ' * 
Within the various divisions of State _ 
governments, the States receive the 
same sensitive data as that received by 
the Department though it may not be as 
concentrated as it is in the fties of the 
Department The Department has .. 
maintained a long-standing policy that 
Indian tribes and Indian allottees may 
have access to any data in Departmental 
files that pertain to their leases. Section 
3162.8(a) of the existing regulations 
applies only to that data specifically v  
requested for an investigation and does; • 
not affect that traditional relationship. 5 V 
Sections 3162.8 (e), (f) and (g), a * 
amended by the proposed and final W; 
rulemakings, repeat the Federal Oil and 
Gas Royalty Management Act verbatim * 
as to its application \o oil and gas 
operations. Section 3162.8(e) of the final •• 
ridemaking supplements, rather than 7 - > 
derogates, the Indian lessor’s customary ' 
right to data affecting Indian leases, h* - 
Sections 3162.8 (f) and (g) firmly place '  ̂
responsibility for unauthorized - >
disclosure or misuse of confidential data 
on all entities, including any individuals 
conducting investigations, at least equal 
to that of the United States, its : r »j   ̂ s 
Departments and agencies and its .u 
employees. Reference to “this Act” in  ̂
the last sentence of 5 3162.8(g) without •
Federal Register /  Vol. 49, No. 185 /  Friday. September
firm antecedent in the operating 
regulations is confusing. The final - <■ 
rulemaking clarifies this sentence by 
replacing the phrase "this Act” with the 
phrase ‘Title U of the Federal Oil and 
Gas Royalty Management Act**
Section 3183J3 Assessments fo r   ̂ *
noncomp fiance. , ■ .
Two comments suggested that certain 
of the assessments provided for in (hit ' 
section of the existing regulations are tie 
facto penalties and should either.be ;im - 
removed by the final rulemaking or 
applied under the procedures prescribed ‘ 
by section 109 of the Federal Oil and 
' Gas Royalty Management Act and 
§ 3163.3 of the existing regulations. The T 
final rulemaking does not adopt either of ( 
these suggested changes because such • ... 
assessments do not constitute penalties. 
WTiile these assessments may appear to . 
be penalties, they are merely 7 v ». 
compensation to the United StatesTor . 
^damages to resources or existing 
improvements and the added ^ 7  ^ 
administrative cost to the United States 
caused by reason of a lessee’s failure to 
comply with the regulations in this part . 
and the resultant need for regulatory 
action to obtain a correction of the " ‘ ~ 
deficiency. Since the penalty provisions 
in both the proposed and final *'' •
rulemakings are imposed for this 
continued disregard of orders to correct, 
there is no longer a need to conFmue 
assessments during such noncompliance 
• and, therefore, the final rulemaking 
modifies § 31633 to indicate that any 
assessment for a violation will be a one-* 
time charge.-* . ’ ^  - - *-■
-  — : f ; ■- . ... 
Section 3163.4-4 Administrative j  -
penalties^ - w>.f _ a; . , y . -
This section of the proposed ^  
rulemaking drew, by far, the greatestr >  
number of Comments. All of the3 s .  ̂
respondents, except the four Indian 
tribes, provided lengthy comments.
Many of the comments, including those % 
from oil and gas companies and 1 i * *  < .• 
associates, seemed contradictory in ihaft 
they criticised the proposed rulemaking •* • 
for its length and complexity, while a t .* 
the same time requested more derail or * , 
definitions. The following discussion is 
in response to die points raised in the , . 
comments^- 1**.7J* ' x' * -t * :
The most consistent thread in the v :.-' 
comments was to the effect that ike . \ 
Mineral Leasing Act penalties set forth 
in § 3163.4-l(a) are duplicated by the 
Federal Oil and Gas Royalty i . 91 * Z.. 
Management Act penalties in $ 3163.4- : 
1(b), causing "unconstitutional double ' 
jeopardy” for the same violation.The 
comments requested that the find  
rulemaking remove { 3163.4-l(a) in its 
entirety. The penalty systemincluded ;
under both $ 3163.4-1 (a) and (b) (1) and
(2) of the proposed rulemaking was 
designated to penalize failure to correct 
violations and not to penalize the 
violations themselves. If violations are 
corrected within the time allowed for 
such corrections under these sections, 
then no penalty is assessed. Many of the 
comments advised that the proposed 
rulemaking is an unauthorized and 
illegal expansion of both the Federal Oil 
and Gas Royalty Management Act and 
the Mineral Leasing A ct Many of those 
same comments requested, in the event 
that both § 3163.4-l(a) and (b) are 
retained by the final rulemaking, that 
the phrase "(NJormally. a penalty would 
only be assessed for violations involving 
serious threats to health, safety, r.. 
property or the environment, or for " 
continuous disregard of orders” ... 
appearing in the existing § 3163.4 be 
reinstated in $ 3163.4-l(a) by the final 
rulemaking or, more explicitly, that - -*. 
fi 3163.4-l(a) be limited to forfeiture, 
cancellation or reinstatement provisions 
expressly part of the Mineral Leasing * 
A ct Sections 188,189, 352 and 359 of 
Title 30 of the United States Code' - 
provide the Secretary of the Interior’s 
authority to promulgate the penalties - ; 
provided in § 3163.4-l(a) of this final 
rulemaking. The Federal Oil and Gas 
Royalty Management Act (30 U.S.C. 
1753(a)) specifically provided that the 
new penalties provided in the Act were 
in addition lo existing penalties. While 
the final rulemaking doe9 not adopt any 
of these suggestions, several changes 
have been made in order to provide a - 
more unified system of penalties For * • ^
continued noncompliance. Procedural 
requirements set forth in § 3183.4-l(b) of 
the proposed rulemaking and mandated * 
by the Federal Oil and Gas Royalty 
Management Act were not repeated - f." . 
under 5 3163.4-l(a) of the final *
rulemaking, as requested by several 
comments, because such procedural ; 
requirements are not mandated by the 
Mineral Leaking Act as they are in the 
Federal Oil and Gas Royalty :=-m- - \  - ‘
Management A ct The maximum amount 
of a penalty under $ 3163.4-lfa) is ' 
modified by the filial rulemaking from 
$1,000 to $500 per day for consistency 
between the two authorities. In addition, 
the language of $ 3163.4-l(a)(2) of the 
proposed rulemaking has been revised 
by the final rulemaking to be consistent 
with that of § 3163.4-l(b) of the Final ; '  
rulemaking and the original intent The ' 
phrase "may: subject the lessee to ar v ' > 
penalty* * as it appeared in the ~ 
proposed rulemaking was misleading 1 
since the use of the appropriate tables to" 
determine whether a penalty is to be -
assessed and its amount is mandatory, 
not a discretionary action.'
Several comments requested that the . 
open-ended beginning time for- - 
-compliance under § 3163.4-1 of the • 
proposed rulemaking be conformed to - 
the 20-day or longer time frame 
appearing in 5 3153.4-l(b) of the 
proposed rulemaking. These suggestions 
have not been adopted by the final 
rulemaking because there are a number 
"of violations that must not be permitted 
to continue for 20 days, such as > 
pollution and safety related violations, 
before corrective action is taken. When 
such occurances are detected, the 
Secretary must have the means to - 
compel corrective action iihmedialeSy. 
However, to the extent that Congress -  .* 
provided specific penalty7 authority in 
section 109 of the Federal Oil and Gas 
Royalty Management Act, the Secretary - 
no longer needs to'rely on the authority 
of then current mineral leasing laws. 
Therefore, the final rulemaking has been • ‘ 
modified to make it dear that 5 3163.4-: \  
1(a) penalties only will be used in cases r 
where a violation requires corrective 
action in less than 20 days and there is a v 
failure to do so within the time allowed. •
In addition, when such penalties are ’ 
imposed, they will rim through the 20th ') 
day of noncompliance when, if not -C *
corrected, a penalty under 5 3163.4~l(bJ ^  
will be instituted and will be effective 
from the date of the original notice. This 
will eliminate the appearance of double 
penalties for the same act or failure to~ : 
correct a deficiency while providing ' 
continued authority to require prompt * »- 
compliance when it is necessary. *.»  ̂ -
One comment suggested t h a U h e * ^r- 
phrase ”or his/her representative*’ ^  ^  
removed froxn $ 3163.4-l(a) as there is b* 3 
question as to whether or not a n " - ***'
"authorized representative” as defined - 
in this part will have authority to issue w *
’ . orders to a lessee. The final rulemaking ~ 
has adopted this suggestion and had - 
deleted the language.' V  
As previously stated, :
administrative penalties now provide fo r^  
a maximum amount as well as specific *1 1 
reference to additional actions which "  ̂‘ 
are to be instituted should the maximum r 
be reached without the required -; * *f
abatement action. >- ^-7' 7 7 ^ " '  ^
Several comments advised that the - !"* 
complexity and inflexibility of 1 3163.4-:-^  * 
1(e) of the proposed rulemaking," '** ” ~ 
redesignated.§ 3163.4-l(f) by the final ' 
rulemaking, will make it difficult to ~ * 
apply and suggested that the — • "'-■ *  ̂x: 
methodology of penalty assessment ' >  '*■' 
more properly belongs in Bureau of Land 
Management interned guidance or, if & 
remains in the regulation, that it should' 
be clearly labeled as guidance rather
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than as the established standard.
Several comments suggested that the 
penalty provisions of section 109 of the 
Federal Oil and Gas Royalty 
Management Act are sufficiently 
detailed to stand by themselves, if 
recast in the form of regulations, and 
there is no need to amplify thereon as * 
was done in the proposed rulemaking.
On the other hand, several comments 
advised that the list pf common 
violations compiled by the Director, 
Bureau of Land Management, should not 
be effective until published in the 
Federal Register for public.comment and 
thus, by implication, be made a part of 
the regulations. The final rulemaking 
retains the basic penalty determination 
section of { 3163.4-l(e) of the proposed 
rulemaking, except that subparagraph 
(5) and proposed Table A are no longer 
needed since the $1,000 per day ' /  ' 
penalties have been eliminated by the 
final rulemaking. This necessitated - 
redesignating all remaining penalty — 
provisions and Tables in $ 3163.4-l(e) of 
the final rulemaking. The first column of 
Penalty Conversion Table A in the final 
rulemaking, Table B in the proposed 
rulemaking, will now be used for 
penalties under both §§ 3163.4-1 (a) and
(b). -
If the level of penalties for failure to 
correct violations and method of 
calculating the levels is clearly stated in 
regulations, everyone involved will be 
better able to determine whether or not 
failure to correct a particular action i# 
subject to penalty and whether the level 
of a penally is appropriate. This should 
result in consistent, nationwide .
application. Further, the provisions of"
§§ 3463.4-1 (d) and (e) of the final 
rulemaking are very similar to the . 
existing regulations of the Mine Safety , 
and Health Administration in 30 CFR 
Part 100 and of the Office of Surface .7 . 
Mining in 30 CFR Part 845 for other \ _
. mineral operations. Thus, nationwide * 
consistency among mineral commodity 
operations with respect to penalties is .. 
p r o m o t e d . - C 7  ^  ;
Several comments object to the.
- Inclusion of the “history of previous 
violations” provision appearing in 
{ 3163.4-l(e)(4) of the proposed {  
rulemaking and requested clarification 
or definition of the phrase “opertftor-by- 
operator” and “lease-by-lease.” One 
comment advised that the Federal Oil 
and Gas Royalty Management Act does 
not authorize creation of a history file. 
One comment questioned which  ̂
violations should be counted in such 
histories, i.e., any Incident of • * - * r 
Noncompliance issued, or only those for 
which a penalty had been paid, and 
further, if any entry might be expunged
from the history when corrections have 
been made. Several comments suggested 
that if a history is to be compiled, a 36- 
month revolving history is too long and 
that it should not include more than 12 
months. Another issue raised by these 
comments was that the February 1, 1963, 
commencement date is inappropriate, 
and that the starting date for the histury 
should not be any earlier than the 
effective date of this final rulemaking. - 
Finally, one comment advised that it is a 
point of law that any violation or failure 
to correct a violation must be 
adjudicated strictly upon the 
circumstances applicable to the 
individual case and that no other action, 
or inaction, of the person charged may 
affect that adjudication unless ; *• /T.'. 
specifically related to the individual 
infraction at hand. The final rulemaking 
has not changed the language of w 
5 31B3.4—1(e)(4) of the proposed fr 
rulemaking. The history of violation 
concept is referred to in section 101(b)(1) 
of the Act which outlines the duties of 
the Secretary of the Interior. It is agreed 
that it is pertinent to consider only the i 
circumstances at hand in an individual 
matter to determine whether or not a 
specific failure to correct a violation has 
occurred and that other actions or * 
inactions of the person charged with the 
violation should have no bearing upon- - 
that determination. However, it is 
equally appropriate, once a 
determination is made that failure to 
correct a violation has occurred, to ' 
include the past history of the person 
charged in calculating the level of - 
penalty to be applied. Inasmuch as the . 
Act requires only annual inspection, b ’ 
12-month revolving period for history of' 
violations would have no meaning, and - 
a 3-inspection cycle is reasonable. The \ 
effective date of February 1,1983, is also “ 
reasonable as it is the first day of the 
month following the enactment of the * v  
FederalOil and Gas R o y a l * 
Management AcL The lact of regulations/ 
in an intervening period should not" wr 
derogate the Acfs provisions. Finally 
the final rulemaking did not change the 
phrases “lease-by-lease” as was V. •- 
suggested by a few of the comments, but 
did replace the phrase “operator-by- : * 
operator” with the phrase "“lessee-by- • - 
lessee” for consistency. The widest - - ‘ 
geographical boundary for accumulation 
of a history of violations is the lease and 
if there is more than one operator on ; 
that lease, the actions of one will have 
no bearing on the history of any of the .*: 7  
others. In the case of transporters, there 
is no direct connection with any lease or 
lease boundary so the geographical r- ^  
boundary chosen was that of the various
districts of the Bureau of Land • •
Management
Several comments made the 
observation that the Federal Oil and '
Gas Royalty Management Act requires 
that notices of proposed penalties be 
sent by registered mail rather than by . - 
certified mail as prescribed in the 
proposed rulemaking. Several comments 
also-suggested that the final rulemaking 
should prescribe that any such notice 
also be sent to the lessee of record,if 
different from the operator. The term  ̂ * 
“certified mail” remains in the final 
rulemaking because the term “registered 
mail” as used in the Act has been 
interpreted to mean U.S. Postal Service ' 
mail service “Registered Mail, Return  ̂
Receipt Requested” or “Certified Mail, 
Return Receipt Requested.” ~ ‘ ^ ' * 
The final rulemaking did not change 
this section to require that any violation ~ 
notices be>ent to the lessee, if other, 
than the'operator, because other , / r
sections of the existing regulation J * /  T  
require service upon the lessee of. : ^V  ' 
record. " * j
One comment requested that the > 
phrase “or by contract or by 
Secretarially approved tribal ordinance” . 
be added to § 3163.4-1 (b)(9) of the /  
proposed rulemaking, designated - ^ -
5 3163.4-1 (b)(10) in the final rale making,- 
and the phrase “or other payment . 
income” be added to the phrase '̂royalty . 
income” where it appears in § 3163.4-.
1(d) (1), (2) and (3) of the proposed 
rulemaking. The final rulemaking did ; 
adopt another recommended change to .  ̂
s 3163.4-1 (b)(9) of the proposed ,  ̂ /  > 
rulemaking, redesignated § 3163.4-** : J
l(b)(l0) by the final rulemaking, which 
will accommodate tribal ordinances, but 
did not make the “contact” or “other . L 
payment* changes that were requested. 
The final rulemaking reflects Only v * :Vc 
^Bureau of Land Management authq^ties 
and respqnsibilities as they relate to '* V 
operations per Secretarial Order No.: J \ .  
3087, as a m e n d e d . v *
- Contract provisions negotiated bjr 
Indian tribes under the Indian Mineral 
Development Act oTl982 are more v~ 
properly the subject matter of Title 25 of 
the Code of Federal Regulations and 
revenue collection is the responsibility' 
of the Minerals Management Service. ~ * 
Several comments suggested technical 
or clarification revisions not of a policy 1 
or substantive nature. Those suggestions *- 
are discussed individually as follows: - - * 
In S 3163.4̂ -1 (b)(2), the phrase V : •  ? 
“paragraph (1) of this paragraph” is '-L* 
confusing. The final rulemaking makes 5 : 
only a minor change In this paragraph ; ^ 
for clarification because the phrase V 
“corrective action is not taken” as used - • 
in section 109(h) of the Federal Oil and %
•s
••V f- :
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Gas Royalty Management Act has been 
interpreted to mean corrective action 
not completed. One comment suggested 
“knowingly and
willfully'* more properly reflects the 
intent of Congress that does the phrase 
'knowingly or willfully” appearing in 
the Act and in § 3163.4-1 (b)(4) and 
(b)(5) of the proposed rulemaking. The 
final rulemaking does not adopt the 
suggested change because the language 
ofr the proposed rulemaking follows the 
language of the Act which is clear. 
Another comment suggested that the 
word “compromise” in 8 3163.4-1 (b)(7) 
of the proposed rulemaking. * 
redesignated § 3163.4-1 (b)(8) by the 
final rulemaking, be changed to “remit” 
as specified in section 109(i) of the A ct ' 
The final rulemaking does not make the-^ 
suggested change because the phrase 
"compromise or reduce” used in section' 
109(g) of the Act seems overriding. One * 
comment pointed out that theJast 
sentence of § 3163.4-l(b)(7) of the ' - > - 
proposed rulemaking seems out of ' -  
context After careful review o t /  ‘
§ 3163.4-l(b}{7} of the proposed " * ? . “
rulemaking, the final rulemaking has - * 
added the final sentence of 8 3163.4- 
1(b)(7) of the proposed rulemaking to -  
8 3163.5(c). One comment suggested that 
the term “in this title” appearing in ' ‘
8 3163.4—lfb)(9) of the proposed 
rulemaking is much to narrow in scope 
and more properly should read “in any 
other provision of law.” This suggested 
change has been adopted by the final 
rulemaking but redesignated the section 
as 8 3163.4-1(b)(10). Finally, one' 
comment pointed out two errors in *. V 
Penalty Conversion Table-A inu * ~ ’
8 31B3.4-l(e)(5)(i) of the proposed - v  ̂
rulemaking. However, as previously t 
stated, this Table has been eliminated. V
.  *- •• -*r- * . _ - 4M . ' . •
Section 3163.5 Assessments and \, 
administrative penalties. >. i i .
Trto comments suggested tha$ ^  v
8 3163.5(a) of the proposed rulemaking 
be removed and § 3163.5(b) be ^  v ■ 
renumbered as paragraph (a) since the V 
comments had Earlier suggested the 
' removal of 8 3163.3rThe final * -
rulemaking did not adopt the suggested 1 
changes since the final rulemaking did 
retain 8 3163.3 for reasons previously 
discussed in this preamble. * c  • -
The principal authors of this final 
rulemaking are Eddie R. Wyatt, Gilbert
O. Lockwood and Stephen H. Spector, 
all of the Washington Office, Bureau of 
Land Management, assisted by field s 
officials of the Colorado, New Mexico,
, and Wyoming State offices, and the . 
Office of Legislation and Regulatory ^ . 
Management, Bureau of Land ta . .
Management and the Office of the * \ x 
Solicitor, Department of the Interior. .
The Department of the Interior has 
deterntined that this document is not a 
major rule under Executive Order 12291 
and does not have a significant 
economic effect on a substantial number 
of small entities under the Regulatory 
Flexibility Act (5 U*S.C. 601 et seq.).
Even though the final rulemaking 
establishes new and substantial 
penalties for violations of law, " ; 
regulations, lease terms or directives, 
the cost or economic effect will be 
minimal or non-existent so long as 
lessees and operators comply with the 
existing requirements or take corrective 
action in a timely manner. Cooperative 
agreements with the States or Indian , 
tribes, delegations of authority to the 
States or contractor performed 
inspections will have no economic effect 
or cost to industry as this final 
rulemaking only addresses who may be 
authorized to conduct various regulatory 
activities.- . . -V os. - *.. >-J.
The final rulemaking imposes no 
additional recordkeeping or reporting 
requirements requiring additional 
clearance by the Office of Management 
and Budget The change made to 
8 316Z.4—1(d) by the final rulemaking 
will reduce existing requirements for 
retention of well records. The 
information collection requirements 
have already been approved by the 
Office of Management and Budget and 
assigned clearance numbers 1004-0134, 
1004-0135,1004-0136,1004-0137 and 
1004-0136.
List of Subjects in 43 CFR Part 3160
, Government contracts. Mineral \ 
royalties, Oil and gas exploration. Oil 
and gas production. Public lands— - : .  . 
minerals resources, Indian lands—  ̂
minerals resources, Reporting and u .; - 
recordkeeping requirements. -  i . *• v;
Under the authority of the Federal Oil 
and Gas Royalty Management Act of '
' 1982 (30 U.S.C. 1701) and Executive 
Order 12291 (46 F R 13193), Part 3160,: 
Group 3100, Subchapter C, Chapter II of 
Title 43 of die Code of Federal' •: 
Regulations is amended as follows. '
7 Dated:'August 15,1984. Z  ’ ~ f .
Garry E Camithers, * -• '
Acting Secretary o f the Interior.
PART 3160— ONSHORE OIL AND GAS 
OPERATIONS - . •. ?: . x .
1. The authority citation for Part 3160 
is amended by adding the phrase “the 
Federal Oil and Gas Royalty >.
Management Act of 1982 [30 U.S.C 
1701); and the Indian Mineral 
Development Act of 1982 [25 U.S.C' • ' 
2X02]." . . .
§ 3160.0-5 (Amended] — "
2. Section 3160.0-5 is amended by:
A. Adding the term Authorized
Representative to read: N . •_
■- Authorized Representative.'Any •** 
entity or individual authorized by the 
Secretary to perform duties by \ 
cooperative agreement delegation, or 
contract
B. Adding the term Federal Lands to
read: j •' - t ■
Federal Lands. All landB and interests 
in lands owned by the United States 
which are subject to the mineral leasing 
laws, including mineral resources or 
mineral estates reserved to the United' 
States in the conveyance of a surface or 
nonmineral estate. . -
C  Revising the term Lease to read:
Lease. Any contract profit-share :
arrangement joint venture, or other - 
agreement issued or approved by the 
United States under a mineral leasing 
law that authorizes exploration fot, '•*’ 
extraction .of,'or removal of oil or gas.
D. Removing the term Leased Lands, %
Leasehold: —  ̂ ~ • V  -
E. Adding the term Lease Site to react
Lease Site. Any lands, including the
surface of a severed mineral estate, on 
which exploration for, or extraction and 
removal of, oil or gas is authorized 
pursuant to a lease. - : ‘
F. Revising the term Lessee to reach.
Lessee. The party authorized by or -
through a lease or an approved 
assignment thereof, to explore for, 1 
develop and produce oil and gas on the 
lease site in accordance with the lease 
terms, regulations, and law. For 
convenience of reference throughout this 
part, the term lessee also refers to and 
includes the owners of approved “ * -
operating rights and designated ~ 
operators. > ; ' '* 1
G. Adding the term Person to read: • *
Person. Any individual firm,
corporation, association, partnership, "  
consortium or joint venture. . ; ^  *
3. A  new 8 3161.3 Is added to read: ~
4 8 3161.3 Inspections.
(a) The authorized officer shall: T. ^
'establish procedures to ensure that each 
Federal and Indian lease site which is ~ 
producing or is expected to produce ^ 
significant quantities of oil or gas in any 
. year or which has a history of - -  -
noncompliance with applicable -  *
provisions of law or regulations, lease 
terms, orders or directives shall be ~ 
inspected at least once annually.4 -  
Similarly, each lease site on non-Federal 
or non-Indian lands subject to a formal, 
agreement such as a unit or ■*--J - >
communitization agreement which has . 
been approved by the Department of the 
Interior and in which the United States
%< * ' . .. ‘ • . - . ,  .' ' • .  •
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or the Indian lessors share in production 
shall be inspected annually whenever 
any of the foregoing criteria are 
applicable.
(b) In accomplishing the inspections, 
the authorized officer may utilize Bureau 
Personnel, may enter cooperative 
agreements with States of Indian Tribes, 
may delegate the inspection authority to 
any State, or may contract with non- 
Federal Governmental entities. Any 
cooperative agreement delegation or 
contractual arrangement shall not be 
effective without concurrence of the 
Secretary and shall include applicable 
provisions of the Federal Oil and Gas 
Royalty Management Act. . .
5 3162.t [Amended! s  \ . \
4. Section 3162.1 is amended by - *. - 
"designating the existing paragraph as 
paragraph [a) and adding new . -  
paragraph [b] and (c) to react..
(b) The lessee shall permit properly 
identified authorized representatives to 
enter upon, travel across and inspect ; 
lease sites and records normally kept on 
the lease pertinent thereto without J  
advance notice. Inspections normally 
will be conducted during those hours 
when responsible persons are expected 
to be present at the operation being 
inspected. Such permission shall include 
access to secured facilities on such lease 
sites for'the purpose of making any 
inspection or investigation for 
determining whether there is compliance' 
with the mineral leasing laws, the 
regulations in this part, and any 
applicable orders notices or directives.
(c) For the purpose of making any *.
inspection or investigation, the _  , rr 
Secretary or his authorized ' - '
representative shall have the same right 
to enter upon or travel across any lease 
site as the lessee or operator has., * ; ‘ 
acquired by purchase, condemnation or 
otherwise. * j.* V: : ;r-:
5 3162.4-1 [Amended]
5. Section 3162.4-1 is amended by:
A. Amending paragraph [a)by r ̂  ~ >
removing the phrase “chspositicHi of 
leasehold products” from the first 
sentence; r “
B. Revising paragraph (c) to read:
(c) Not later than the 5th business day 
after any well begins production on 
which royalty is due anywhere on a 
lease site or allocated to a lease site, or 
resumes production in the case of a well 
which has been off production for more 
than 90 days, the operator shall notify 
the authorized officer by letter or sundry 
notice. Form 3160-5, or orally to be 
followed by a letter or sundry notice, of 
the date on which such production has >■ 
begun dir resumed. >-• —• *
C. Adding a new paragraph (d) to 
read:
(d) All records and reports required 
by this section shall be maintained for 6 
years from the date they were 
generated. In addition, if the Secretary, 
or his/her designee notifies the 
recordholder that the Department of the 
Interior has initiated or is participating 
in an audit or investigation involving -
- such records, the records shall be
maintained until the Secretary, or h » / 
her designee, releases the recordholder 
from the obligation to maintain such 
records. #w -
§3162.7-1 [Amended] V "
- 6. Section 31627-1 is amended by: . -
A. Revising paragraphs [c] and (dj to
read: . /._ J
(c) [1) Any person engaged in 
transporting by motor vehicle any oil 
from any lease site, or allocated to any - 
such lease site, shall carry on his/her . * . 
person, in his/her vehicle, or in his/her 
immediate control, documentation " . . .  
showing at a minimum; the amount ^  
origin, aqd intended first purchaser of "T* 
the oil. ~-
(2) Any person engaged in - - • ';
transporting any oil or gas by pipline 
from any lease site, or allocated to any 
lease site, shall maintain documentation 
showing, at a minimum, the amount 
origin, and intended first purchaser of 
such oil or gas. : r - *
(3) On any lease site, any authorized 
representative who is properly identified 
may stop and inspect any motor vehicle 
that he/she has probable cause to 
believe is carrying oil from any such 
lease site, or allocated to £uch lease site, 
to determine whether the driver - 
possesses proper documentation forth* - 
load of oiL>; * c. ‘ / u •«'tv ■.*.
(4J Any authorized representative who 
is properly identified and who is 
accompanied by an appropriate law ^ 
enforcement officer, or an appropriate 
law enforcement officer alone, may stop * 
and inspect any motor vehicle which is -  
j not on a lease site if he/she has r 
probable cause to beEeve the vehicle is . 
carrying oil from a lease site, or. \ . 
allocated to a lease site, Jo determine 
whether the driver possesses proper - 
documentation for the load of oiL *
(d) The leasee shall conduct
operations in such a manner as to 
prevent avoidable loss of o3 and gas. A 
lessee shall be liable for royalty' • r  ~ 
payments on oil or gas lost or wasted 
from a lease site, or allocated to a lease 
site, when such Joss or waste is due to 
negligence on the part of the lessee of 
such lease, or due to the failure of the 
lessee to comply with any regulation, 
order or citation issued pursuant to this 
part ; - v ; ‘ .* ~
B. Adding a new paragraph (f) to read:*
(f) Any records generated under this 
section shall be maintained for 6 years 
from the date they were generated or9 if 
notified by the Secretary, or his 
designee, that such records are involved 
in an audit or investigation, the records 
shall be maintained until the 
recordholder is released by the 
Secretary from the obligation to ' ‘ 
maintain them, "  • . ~ ■
§3162.7-2 [Amended]
7. Section 3162.7-2 is amended by 
removing from the beginning of the first 
paragraph the figure "(a)” and by ' 
removing paragraph (b) in its entirety.
5 31627-3 , [Amended] ; «o' r ; * _
, 8. Section 3162.7-3 Is amended by *: 
removing from the beginning of the first 
paragraph the figure “(a)” and by - *
removing paragraph [b] in its entirety. : * -
9. Section 3162^ is amended by . 
adding new paragraphs (e), (f) and [g} to ^
read: * . 7" <■;; ■*'. *'*,**.
§3162.8 dorrfidentlaffty. ^ ' ;
* ■ •- ♦ • * . ® *
(e) Trade secrets, proprietary and ^
other confidential information obtained - 
pursuant to this part shall be made 
available to States and Indian Tribes ■̂; _ 
upon their request for the purpose of* . -  
conducting an investigation i t  . T
(1) such State or Indian Tribe consents .
in writing to restrict the dissemination of 
the information to those who are * • ^
directly involved ufan investigation. • ^  
under a cooperative agreement - _
approved by the Secretary, and who r . .
need to know; -tt- / * \  . n*
(2) such State or Indian Tribe accepts ^ . 
v liability for wrongful disclosure^ '>«* e g
(3) in the case of a State, such State ^ .
demonstrates that such information if 
essential to the conduct of an *v*~ " ^  J
investigatiDn wr to litigation; and
(4} in the case of an Indian Tribe, such,v 
Tribe demonstrates that s u c h . 
information is essential to the condocfi ^  
of an investigation and w a iv w ^  j > 
Bovereign immunity by express consent ^  
for wrongful disclosure by such Tribe.
(f) The United States shall noth® 
liable for the wrongful disclosure by any : 
individual State, or Indian Tribe of any -1 
information provided to such individual -sr 
State, or Indian Tribe pursuant to any ; 
cooperative*agreement or a delegation, j
[g| Whenever any individual State or . 
Indian Tribe has obtained possession of'* 
information pursuant to a cooperative * 
agreement or any individual or State has * 
obtained possession of information” — 
pursuant to a delegation of authority, the ;* 
individual shall be subject to the same; **: 
provisions of law with respect to the
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disclosure of such Information as would 
apply to an officer or employee of the 
United States or of any Department or 
agency thereof and the State or Indian 
tribe shall be subject to the same 
provisions of law with respect to the 
disclosure of such information as would 
apply to the United States or any 
Department or agency thereof. No State 
or State officer or employee who 
receives trade secrets, proprietary 
information or other confidential 
information under Title II of the Federal 
Oil and Gas Royalty Management Act 
may be required to disclose such 
information under State Law. *
§3163.3 [Amended]
10. Section 3163.3 is amended by 
amending paragraph (e) by removing the 
last sentence of the introductory, 
paragraph and by inserting immediately 
prior to the figure “$100” the phrase "or 
a production facility,V . ~ -
§3163.4 [Amended]  ̂ ^ ^
ll^Section 3163.4 is amended ty  
removing all after the title and by 
adding new section 3163.4-1 and 3163.4-
2 to read: • , .•
§ 3163.4-1 Administrative penalties.
(a) Mineral Leasing Act (1) Whenever 
a lessee fails to comply torith any 
provisions of the lease, the regulations 
in this part applicable orders or notices, 
or any other appropriate orders of the 
authorized officer, the authorized officer 
shall give the lessee notice in writing to . 
remedy any defaults or violation#. - 
(2) If there is a failure*to complete the 
necessary remedial action within the • 
time and in the manner prescribed by 
the notice, the lessee shall be liable for a 
penalty of not more than $500 per day 
for each day the violation continues ' 
beyond the date specified in the notice . 
through the 20th day of such . ..
noncompliance. ' **7- -  * >
- (3) A penalty shall be imposed under 
paragraph (a) of this section For the '.  
failure to abate violations which are 
required to be corrected in less than 20 " 
days from the date of the report or 
notice. • : » *
(4) A notice of proposed penalty shall 
be issued and served by personal' 
service by an authorized officer or by 
certified maiL Service shall be deemed 
to occur when received or 5 days after 
the date it is mailed whichever is. 
earlier. Any person may designate a 
representative to receive any notice on 
their behalf. Any person authorized by 
the lessee to submit reports, notices, 
affidavits, records/or other information 
required by regulations in this part or 
who is authorized by the lessee toi 
conduct or supervise operations subject
to regulations in this part may receive 
the notices. If no designation pertaining 
to that lease has be£n filed, the notice 
. shall be served as previously described 
A person charged with a violation and . 
served with a notice of civil penalty 
under this paragraph may request a 
technical and procedural review under 
§ 3165.3 of this title within 10 working 
days of receipt of the notice. Such 
review shall be limited to the issues of - 
.whether a violation actually existed 
and, if so, whether the gravity attached 
to the violation was appropriate, and 
whether a reasonable abatement period 
was prescribed Within 30 days of 
service of a notice of penalty, or within 
15 days of receipt of the decision on the 
technical and procedural review, _ 
whichever is later, the person charged 
shall either file an appeal pursuant to 
part 4 of this title or pay the civil 
penalty.; ^  '
(b) Federal Oil and Gas Royalty - . 
Management Act (1) Whenever a lessee . 
fails or refuses to comply with any . 
applicable requirements of the Federal 
Oil and Gas Royalty Management Act, 
any mineral leasing law, any rule or • : 
regulation thereunder, or the terms of 
any lease or permit issued thereunder, 
the authorized officer shall notify the „ 
lessee in writing of the violation, unless 
the violation was discovered and 
reported to the authorized officer by the '  
liable person or the notice as previously 
issued under paragraph (a) of this 
section. If the violation is not corrected 
within 20 days of such notice or report, 
or such longer time as the authorized % 
officer may agree to in writing, the 
lessee shall be liable for a civil penalty 
of up to $500 per violation for each day  ̂
such violation continues, dating from the 
date of such notice or report This notice 
shall be issued and served by personal 
service by an authorized officer or by . 
certified mail. Service shall be deemed ' 
to occur when received or 5 days after' 
the date it is mailed, whichever is - 
earlier. ^ V ’ - 1 "*• . ' •
(2) If the violation specified in ' . * 
paragraph (b)(1) of this paragraph is not 
corrected within 40 days of sdch notice 
or report, pr a lopgerjperiod as the . 
authorized officer may agree to in 
writing, the lessee shall be liable for a
% civil penalty of not more than $5,000 per 
violation for each day the violation 
continues, not to exceed a maximum of 
/  60 days, dating from the date of such 
notice or report- - l . *
(3) In the event the authorized officer 
agrees to an abatement period of more 
than 20 days, the date of notice shall be 
deemed to be 20 days prior to the end of
. such longer abatement period for the^ 
purpose of civil penalty calculation.
(4) Whenever a transporter fails to
permit inspection 6f proper - 
documentation by any authorized 
representative, 6s provided in § 3162.7- - 
1(c) of this title, the transporter shall be 
liable for a civil penalty of up to $500 
per dqy for the violation, not to exceed a 
maximum of 20 days, dating from £he 
date of notice of the failure to permit 
inspection and continuing until the * 
proper documentation is provided ^  *
(5) Any person who: .* •' * -
(i) Fails or refuses to permit lawful 
entry or inspection authorized by
§ 3162.1(b) of this title; or w * -
(ii) Knowingly or willfully fails to ~ 
notify the authorized officer by letter or 
Sundry Notice, form 3160-5; or orally to 
be followed by a letter or Sundry Notice, 
not later than the 5th business day after 
any well begins production on which ' '  
royalty is due, or resumes production in 
the case of a well which has been off of 
production for more than 90 days, from a 
well located on a lease site, or allocated
to a lease site, of the date on which such 
production began or resumed; shall be * 
liable for a civil penalty of up to $10,000 
per violation for each day such violation 
continues, not to exceed a maximum of 
20 days. /
(6) Any person who:
(i) Knowingly or willfully prepares, 
maintains or submits false, inaccurate or 
misleading reports, notices, affidavits, 
records, data or other written 
information required by this part or
(ii) Knowingly or willfully takes or
removes, transports, uses or diverts any 
oil or gas from any Federal of Indian 
lease site without having valid legal . ; 
authority to do so; or  ̂  ̂ * ✓
(iii) Purchases, accepts, sells,^
transports or conveys to another any ofl 
or gas knowing or having reason to. 
know that such oil or gas was stolen or . 
unlawfully relhoved or diverted from a _ 
Federal of Indian lease site; shall be ' • 
liable for a civil penalty of up to $25,000 y  \ 
per violation for each day ̂ uch violation , 
continues, not to exceed a maximum n f ; ̂  
2 0 daysrr , ... .
- (7)(i) Notice of violation imposed by 
the authorized officer under this section 
shall be by personal service or by - > 
certified mail. Any person may .  ̂
designate a representative to receive \  
any notice of their behalf. Any person 
who is authorized by the lessee to 
submit reports, notices, affidavits, 
records data or other information 
required by this part or who is • 
authorized by the lessee to conduct or . 
supervise operations subject to - ** .
regulations in this part may receive the 
notices. If no designation has been filed, 
the notice shall be served as previously 
described.- _ , ' * ; - . .
• . . .  _  ,  • ' ■ ■' - * V -
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(ii) A person charged with a violation 
and served with a notice of civil penalty 
may request a technical and procedural 
review under j %3165.3 of this title within
10 working days of receipt of the notice* 
Such review shell be limited to the 
issues of whether a violation actually 
existed and, if so, whether the gravity 
attached to the violation wai 
appropriate, and whether a reasonable 
abatement period was prescribed.
Within.30 days of service of a notice of 
penalty, or within 15 days of receipt of 
the decision on the technical and 
procedural review, whichever is later, 
the person charged shall either request a 
hearing on the record or pay the civil 
penalty. A request for a hearing shall be 
filed within the time allowed in the . 
office of the State Director having 
jurisdiction of the lands covered by the 
lease. No civil penalty shall be assessed 
under this section until the person 
charged with the violation has been . . 
given the opportunity for a hearing on 
the record under Part 4 of this title. -
(8) On a case-by-case basis, the 
Secretary may compromise or reduce 
civil penalties under paragraph fb) of 
this section. In compromising or 
reducing the amount of a civil penalty 
under paragraph (b) of this section, the 
Secretary shall state on the record the 
reasons for his/her determinations.
(9) Any person who has requested a 
hearing in accordance with paragraph 
(b)(7) of this section and who ia 
aggrieved by a final order of the 
Secretary under this section may seekc 
review of such order in the United ,
States District Court for the judicial 
district in which the alleged violation \  - 
occurred. Review by the district court 
shall be on the administrative record 
only and not de novo. Such an action ~ 
shall be barred unless filed within 90 
days after the Secretary's final order.
(ID) Civil penalties provided by this 
section shall be supplemental to, and ^  
not in derogation of, any other penalties' 
or assessments Tor non compliance m_ 
any other provision of law.'
(11) If the violation continues beyond ^
the 0D-day maximum specified in > ^ 
paragraph (b)(2) of this section or • • 
beyond the 20-day maximum specified 
in paragraphs (b)(5) and (bX6) of this 
section, lease canceDation proceedings 
shall be initiated under either Title 43 ar 
Title 25 of the Code of Federal /  ' 
Regulations." - - '  ? ' * - *
(12) If the violation continues beyond 
the 20-day maximum specified in 
paragraph (b)(4) of this section, the V 
District Manager shall revoke the “ *• 
transporter's authority to remove crude
011 or other liquid hydrocarbons from 
any Federal or Indian lease under the 
authority of that District Manager or to -
remove any cnide ofl or liquid 
hydrocarbons allocated to such lease 
site. This revocation of the transporter's 
authority shaD continue until 
compliance is achieved and (he related 
penalty paid. ' -• * ■
(c) If any persorf fails to pay an . 
assessment of a civil penalty under 
paragraph (b) of this section after the 
order making the assessment has - 
become a final order, and if such person 
does not file a petition for Judicial 
review in accordance with this subpart, 
or, after a court in an action brought 
under this subpart has entered a final 
judgment in favor of the Secretary, the 
court shall have jurisdiction to award 
the amount assessed plus interest from 
the date of the expiration of the 90-day 
period provided by paragraph (b)(9) of 
this section. Judgment by the court shaD 
include an order to pay;
(d) The common drilling, production 
and abandonment related violations are 
categorized into 3 noncompHance 
ranges. The category for any violation is 
the gravity level to be used for that ' ' r 
violation. Based on individual ~ . - 
circumstances and with the appropriate 
documentation, the gravity of a violation 
may be upgraded or downgraded by 1 
level. The Director BhaD establish a 
detailed list of potential violations. The 
violations shaD be either
(1) A minor violation which does not 
affect the safety of the workplace, nor 
does it degrade the environment or 
affect the amount of royalty income: or
(2) A moderate violation, which if left
uncorrected, may eventually affect (he 
safety of the workplace, degrade the 
environment and/or affect royalty 
income; or  ̂ * ‘  ̂ .
(3) A major violation winch Iras the ~ "
iminediate potential to affect the safety c 
of the workplace, degrade the \   ̂ J\ '
environment and/or affect the royalty ~ - 
income. - ^  .r*-. **" -Vc . ’ . V
fe) Determination of Penalty Amount V 
for paragraphs (a) and (b) of this section 
are as follows; - v ' ' “
(1) The amount of the administrative ' 
penalty proposed shall be based upon 
the formula set forth in this subsection. 
The formula is based on" 2 criteria: ie^ 
the gravity of the violation; and the 
lessee's or transporter's history of 
previous violations; L =' •/ - V.
(2) The appropriate number of penalty
points shaD be assigned to each "
criterion using the appropriate tables as 
denoted and the 2 numbers shaD then be 
totaled, and the point accumulation 
converted into a dollar per day amount 
by using Penalty Conversion Table A, B,
C or D, as appropriate, and the amounts 
added, if necessary*. * ' •’ 7 1 ' *-
(3) Table I—Gravity of the Violation:
Qiaalfioticto P * n * itypcarto
LLrw vinfatinr^ 11
Mnrianrfa vintitinra
LLajnr w in litr im ' 71
(4) Table II—Lessee’s or Transporter's
History of Past Violations: ̂ -  / _ •
Minor vioUfana ____  Number x ______ -___-
Moderste vcielSoni____ Nrxrtj«rx?-J---- — _____Major , 1 Nuznbvx5- ____________
Total— founded down to t e  nearest «feoA» numb**) 
VnexMnucD of 20}. - ^
History of previous violations - 
standards. History is based on the . ^
number of violations issued in a ;  •: 
preceding 38-month period beginning . 
February 1,1983. The history of previous 
violations may account for a maximum 
’ of 29 penalty points. The penalty points , 
shall be calculated on an lessee-by­
lessee and lease-by-lease basis and, in 
the case of transporters, on a * •*. J
transporter-by-transporter basis within ~ 
the jurisdictional area of each Bureau of ̂  
Land Management District Office. >
(5) Penalty Conversion Table—A 
(Lessees): -
(i) The following penalty conversion 
tables are for violations not corrected
within the time allowed in paragraph (a) ~ 
of this section, or by the 20th day under .•? 
paragraph (b)(1) of this section, or by the 
40th day under paragraph (b)(2) of this • 
section or such other time period a9 the 
authorized officer may specify and shall • 
be used to convert the accumulation oi
penalty points from Tables I and D 
above to the appropriate dollar per day' ~ 
proposed penalty." v
- „ _ • ^  * V % ' -1' .
P e n a l t y  C o n v e r s io n  T a b l e — A
- '  '  ,V •
* V  : Peinte -
• "U. *. «,» - t  Z
Not
ccivuactcuf 
lor up to 
40 cteyv
doBart 
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s n 75
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A A "  S7
A 7 101
A A  ' 106
AQ 100
5f> 113








5A 1 ■ T S 9
ieo
m  " 168
Not
oomcsad - 1*43 •*
P*
750 

















Federal Register / Voi. 49, No. 135 /  Friday, September 21. 1984 /  Rules and Regulations 37367











graph ( d  
and/or
90 . 171
83.......... - -  - ’ 177
M  ____  1 182
JK 168







73 ............................. ... .. . ! '  243
74 250 .

















05 ______ _ 405
CM ______ 415





















































(ii) In order to focus particularly on .
serious violations, while also ' t i 
considering an operator’s past b.
compliance history, no dollar penalty
shall be proposed for violations totaling
less than 40 penalty points, —
(6) Penalty Conversion Table A 
(Transporters):'
The amount of the proposed dvfl -  
penalty for failure of a transporter to _ 
permit inspection of proper - *• ~ .
documentation required by paragraph 
(b)(4) of this section shall be determined 
. by formula based on the following • 
criteria: i.e„ the violation shall be" " 
considered a major violation (see Table 
I); and the transporter’s history of - 
previous violations (see Table n),7' “ 
Penalty points shall be assigned to each 
criterion and the 2 numbers shall then 
be totaled, and the point accumulation ^ 
converted to a dollar per day amount by 
using the first column of “Penalty 
Conversion Table A” ' -
(7) Penalty Conversion Table (B):
(i) The amount of the proposed civil
penalty for violation of paragraph fb)(5) 
of this section shall be determined by 
the formula based on the following
criteria: i.e*, the specific violation (Table 
III); and the lessee’s history of previous 
violations (Table II).
(ii) Penalty points shall be assigned to 
each criterion and the 2 numbers shall 
then be totaled, and the point 
accumulation.converted to a dollar per 
day amount by using “Penalty 
Conversion Table B." ^
T a b l e * 111—T y p e  o f  V io l a t io n  -
(ii) Penalty point* shall be assigned to 
each criterion and the 2 numbers shall * 671 
then be totaled, and the point 
accumulation converted t© a dollar per 
day amount by using “Penally ' ^ 
Conversion Table—C7 •
• f " % v- - —
T a b l e  IV — T y p e  o f  VeoijvnoK!
Violate
V t t a t e Penefty
Knowingly or wSTuSty prepares, mejrrtc&rm tar eub- ’
mrt» iaiae «or rraskuadana wriSten intorrrffltMja... 7©points 6l1f£
irwraireto wnttan srtfrfrm*tirin i
Fa# to perm* entry upon the leasehold_____- .. .. j 70 K*cn*ngJy or «r*tuDy removes, usee or cavorts o3 
' or ©as from any tei&so withom having legsfi 
•uthnnty Tin rtft m ..... .
PniK tn permit i , 90 t
Knowmgty or vrWuty f«*s to notify after weft begins 70
or resumes production by toe 5th bosanesa day ; 
thereafter _ 65
Purchases, a c c e p t  ee&s, transport or convey* to 
another any oS or gas knowing or t a ’orvg J 
to know Chd such otl o 7 stolen or iV . . - . . - unLrwrhjfty removed orr dwertsd ' 1 7 0
(iii) The following penalty conversion
table shall be used to convert the 
accumulation of penalty points from 
Tables II and ID to the appropriate per 
day proposed monetary penalty.











































(iii) The following penalty conversion 
table shall be used to convert the ‘ ,
accumulation of penalty points from - 
Tables II and IV to the appropriate per - 
day proposed moneiaryjienalty. -
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(8) Penalty Conversion Table—C:
(i) The amount of the proposed civil 
penalty for violations of paragraph (b)(0) 
of this section shall be determinedTby 
the formula based on the following 
criteria: i.e„ the specific violation (Table 
IV); and the lessee’s history of previous 
violations (Table II)..
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$3163.4-2 Criminal penalties. v .
Any person who commits an act for —* 
which a civil penalty is provided in 
$ 31B3.4—lfb)(6) of this title shall, upon 
conviction, be punished by a fine of not ‘
37368 Federal Register /~~Vol. 49, No. 185 / Friday, September 21, 1984 /  Rules and Regulations
more than $50,000 or by imprisonment 
for not more than 2 years or both.
12. Section 3163.5 is amended by:
A. Revising the title and paragraphs 
(a) and (b) to read:
{ 3163.5 Assessments and administrative 
penalties.
(a) Assessments made under $ 3163.3 
of this title are due upon issuance and 
shall be paid within 30 days of receipt of 
certified mail written notice or personal 
service, as directed by the authorized 
officer in the notice. Failure to pay ; ' '  
assessed damages timely will be subject 
to late payment charges as prescribed 
under Title 30 CFR Group 202.
(b) Administrative penalties under 
5 3163.4-1 of this title ̂ hall be paid 
within 30 days of completion of any -
final order of the Secretary or the final 
order of the Court
B. Adding to the end of paragraph (c) 
the sentence “The amount of any civil 
penalty under { 3163.4-l(b) of this title, 
as finally determined, may be deducted 
from any sums owing by the United 
States to the person charged.”
13. A new { 3163.6 is added to read as 
follows: - , . “ . :
{3163.6 Injunction and specific 
performance. , - v. y
(a) In addition to any other remedy 
under this part or any mineral leasing 
law, the Attorney General of the United 
States or his designee may bring a civil 
action in a district court of the United 
Statesto: *
(1) restrain any violation of the 
Federal Oil and Gas Royalty and 
Management Act or any mineral leasing 
law of the United States; or
(2) compel the taking of any action 
required by or under the-Act or any 
mineral leasing law of the United States.
(b) A civil action described in 
paragraph (a) may be brought only in * . 
the United States' district court of the 
judicial district whfcrein the act, 
omission or transaction constituting a* 
violation under the Act or any other 
mineral leasing law occurred, or 
wherein the defendant i9 found or 
transacts business. - - .
[PR D oc M-25C36 FfledS-aD-M; *45 
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